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THE IAS LIFE SCHOLARSHIP PRIVILEGE 


One of many attractive features of the 
IAS home study training plan, the Life Scholarship Privilege, has made 
a substantial contribution to the success of thousands of IAS graduates. 
The ninety-assignment IAS Diploma Course includes fifty advanced elective assignments 
selected by the student—those which will be of the greatest immediate benefit. On graduation, 
each student becomes entitled to all additional 
elective courses in the present IAS curriculum 


with full educational service and consultation privileges. 


The courses included in this Life 
Scholarship arrangement (with the e@ With this broad curriculum at his command, each 


number of comprehensive study IAS student can study first those subjects needed im- 


assignments indicated) are: mediately and can then broaden his knowledge of 


accounting and management through study of addi- 
BASIC AUDITING (10) 


PUBLIC AUDITING (20) 
INTERNAL AUDITING (20) 

BASIC COST ACCOUNTING (10) 
ADVANCED COST ACCOUNTING (20) 
CORPORATION ACCOUNTING (10) 
MANAGEMENT CONTROL (20) 
BUSINESS STATISTICS (10) 
CORPORATION FINANCE (10) 
ECONOMICS (10) 

OFFICE MANAGEMENT (20) 
ACCOUNTING LAW (10) 
FEDERAL INCOME TAX (10) 

CPA COACHING (20) 


tional electives. 


e There is no additional charge for the Life Scholar- 
ship Privilege. It is included in the reasonably low 
enrollment fee for the Diploma Course. 
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Editorial material in THE CONTROLLER is 
selected in accordance with the following: 


CONCEPT OF MODERN CONTROLLERSHIP 


of Controllers Institute of America 


1. To establish, coordinate and maintain 
through authorized management, an integrated 
plan for the control of operations. Such a plan 
would provide, to the extent required in the 
business, cost standards, expense budgets, sales 
forecasts, profit planning, and programs for 
capital investment and financing, together with 
the necessary procedures to effectuate the plan. 


2. To measure performance against approved 
operating plans and standards, and to report 
and interpret the results of operations to all 
levels of management. This function includes 
the design, installation and maintenance of 
accounting and cost systems and records, the 
determination of accounting policy and the 
compilation of statistical records as required. 


3. To measure and report on the validity of 
the objectives of the business and on the effec- 
tiveness of its policies, organization structure 
and procedures in attaining those objectives. 
This includes consulting with all segments of 
management responsible for policy or action 
concerning any phase of the operation of the 
business as it relates to the performance of this 
function. 


4. To report to government agencies, as re- 
quired, and to supervise all matters relating 
to taxes. 


5. To interpret and report on the effect of 
external influences on the attainment of the 
objectives of the business. This function in- 
cludes the continuous appraisal of economic 
and social forces and of governmental influ- 
ences as they affect the operations of the 
business. 


6. To provide protection for the assets of 
the business. This function includes establish- 
ing and maintaining adequate internal control 
and auditing, and assuring proper insurance 
coverage. 
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USING CASES IN MANAGERIAL ACCOUNTING SUBJECTS 


AS TEACHING DEVICES 


Editors, THE CONTROLLER: 


For some time I have been interested 
in experimenting with the use of cases 
in teaching the various managerial ac- 
counting courses of which I am in 
charge. These courses cover the fields of 
controllership, budgeting and systems. 
Due to my interest in cases, I have writ- 
ten this short paper describing some of 
my findings and impressions. 


ROBERT S. WASLEY 

Associate Professor of Accounting 
School of Business 

University of Colorado 

Boulder, Colo. 


The teaching of budgeting and ac- 
counting control, accounting systems 
and controllership has always served as 
a particular challenge to me in my Ca- 
reer as a teacher of accounting. The rea- 
son that these subject areas appeal to me 
is because they are concerned with the 
uses to which accounting and statistical 
data are put, rather than the means 
whereby the data are accumulated and 
summarized. The challenge arises in try- 
ing to help the students understand this. 
This becomes increasingly difficult, due 
to the fact that many of the students do 
not have personal experiences to enable 
them to understand the type of prob- 
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lems which arise in ordinary busines 
situations. If the students do not appte. 
ciate and understand the problems of 
the businessman in the broad sense, they 
cannot hope to be able to adequately 
understand how to use the accounting 
data which they have been learning tg 
accumulate and summarize. It is at thig 
point that I have found cases to be valy. 
able teaching devices. 1 

I have been using cases as a supple. 
ment to the conventional textbooks used 
in the three courses mentioned previ- 
ously. The usual text in any of these 
subject areas generally covers a topic 9 : 
problem area in each chapter. Of ne 
cessity, the coverage which is given to. 
the topic must be broad and general in’ 
nature. The great problem, as I have 
seen it in the teaching of this type of] 
subject material, is how to make it mean. 
ingful and tangible to the students. The © 
use of a selected case, which I have had” 
reproduced myself, will describe in -de- 
tail a situation where a topic of the 
chapter was a problem to the business | 
concerned. I feel, and the students bear 
me out in this, that, after they have” 
studied and discussed this case, the sub- 
ject matter of the chapter becomes much 
more real and meaningful to them. 

I have yet to feel that I have found 7 
the best way to teach any of these three | 
courses. However, it has been my feel- 7 
ing from the beginning that using 
textbooks exclusively is an ineffective 
method of putting across the subject 
material. Next, I determined to have at 
my finger tips as many actual illustra- 
tions of how specific businesses were 
handling these problems as I possibly 
could. These illustrations could be te- 
lated in class at the appropriate time. 
Also, I did not overlook the opportunity 
of inviting to my classes persons who 
were in business and working with the 
problems which the classes were discuss- 
ing. These businessmen relate their own 
ideas and experiences. 

The use of the selected case, however, 
is proving to be a valuable addition to 
these procedures. More frequently now, 

I have the feeling that I may be ac- 
complishing a little bit more in my 
classes. 

In the formal education which I have 
received, I was never exposed to the use 
of cases to any extent. It was not until 
I had the good fortune to be included 
in the 1955 Ford Foundation Case Study 
Group at the Harvard Graduate School 
of Business that I was fully exposed to 
the potential of the case-method ap- 
proach to teaching. The validity of the 
case-method approach became more ob- 
vious to me at this time when it was 
pointed out to the attending group that 
the learning process can more readily 
take place when the information being 
taught can be related to the knowledge 

(Continued on page 462) 
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thanks to KEROGRAPHY... 





George Malone, right, supervisor of xerography department at H. L. Green Company Inc. places copies 
of quickly prepared sales bulletin before S. E. Williamson, seated, Green’s vice-president in charge 
of merchandising, and Fred E. Myers, sales promotion manager. Multiple copies of bulletin were run 
off on offset duplicator from inexpensive offset paper masters prepared in three minutes by xerography. 


“We get ‘hot’ merchandise information to our 
141 branch store managers 3 days earlier... 


and save $800 a month.”’ 
Fred E. Myers, H. L. Green Co. /nc. 


Sales Promotion and Advertising Manager 


H. L. Green Co. Inc. is a thriving 
variety chain buying and selling more 
than 30,000 items. This is the sort of 
operation xerography thrives on, an op- 
eration demanding speed, accuracy, 
and economy. 

As with H. L. Green, variety is the 
key to xerography’s success, because 
xerography—fast, clean, dry, electro- 
static—is the world’s most versatile 
copying process. Here’s what it does for 
H. L. Green: 

In three minutes XeroX® copying 
equipment prepares, from an original 
document, a paper master for runoff of 


multiple copies on an offset duplicator. 
This is the fast, economical way to get 
copies of price lists, merchandise data, 
promotion calendars, buyers’ lists, or- 
ders to vendors, and sales bulletins. 

“Because of xerography,” says Fred 
E. Myers, sales promotion and adver- 
tising manager, “we get ‘hot’ informa- 
tion to cur 141 branch store managers 
three days earlier—and save $800 a 
month besides.” 

Xerography eliminates errors and 
costly retypings. It assures accuracy be- 
cause it is photo-exact. 

Xerography can help you, too. Write 


for proof-of-performance folders show- 
ing how companies of all kinds and 
sizes are saving thousands of dollars 
and speeding paperwork by xerog- 
raphy. HaLtow Xerox Inc., 58-126X 
Haloid St., Rochester 3, New York. 
Branch offices in principal U. S. and 
Canadian cities. 


HALOID 
XEROX 
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and experience of the learner. I feel that 
cases admirably fit this requirement, be- 
cause the student is able to live the ex- 
perience in the case before he has to 
relate the somewhat abstract subject ma- 
terial of his textbook to the problems 
presented by the case. 

During my stay at Harvard I was im- 
pressed by the demonstrated use of cases, 
but not convinced that cases alone were 
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adequate to teach either budgeting or 
accounting systems which we at the 
School of Business of the University of 
Colorado teach at the senior level. It was 
for this reason that I began to use cases 
as supplemental aids to teaching in my 
classes, rather than as sole instructing 
devices. 

The 1955 Case Study Group at Har- 
vard recommended that a national case 
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study center be established to handle 
the dissemination of information about 
new cases which were being written, 
This was to be done so that anyone in 
the world teaching business subjects 
might have access to and the use of new 
cases as they were being written. This 
recommendation was carried out about a 
year ago, with the center being estab. 
lished at the Harvard Graduate School 
of Business. Two bibliographies have al. 
ready been issued enumerating the cases 
written during the past year. The cases 
are catalogued according to the subject 
area covered, with a brief description 
given of each case. It is from this source 
that I have obtained most of the cases 
which I am presently using. Cases in 
quantity can be obtained from the cen- 
ter for a nominal charge. Single copies 
are distributed free of charge, and a 
person can obtain permission to repro- 
duce the cases himself. 

Over a period of time I have accumu- 
lated quite an array of cases. I use in the 
neighborhood of eight or ten in each 
class. The cases are assigned after a 
chapter has been discussed. I usually 
appoint teams to report on the case. The 
team is first asked to outline the prob- 
lems as it sees them and then to enumer- 
ate its proposed solutions. Oftentimes, 
after two teams have been called upon, 
an interesting difference of opinion 
emerges. I personally feel that much of 
the learning takes place at this time. 
Once two teams have reported, the class 
is urged to freely participate in the dis- 
cussion. 

In my opinion, there is still a great 
lack of adequate case material in these 
subject areas. There is real opportunity, 
therefore, for some accounting teachers 
to do some case writing. However, | 
urge you not to let this lack of material 
deter you from experimenting with the 
use of available cases in your managerial 
accounting courses. 


IT iS TO LAUGH... 


Editors, THE CONTROLLER: 


May we have permission to reprint ina 
forthcoming issue of the Management 
Review the cartoon by Frank Owen 
which appeared on page 117 of the 
March 1958 issue of THE CONTROLLER? 
It carried the legend: ‘I’m going to & 
plain all this to you only once, so listen 
carefully . . . !” Our reprint, of course, 
would give full credit to your publication. 


Marcor S. FITZGERALD 
American Management Association 
New York 


We would like to get the reprint credit, 
but, the cartoonist has the final say. We 
purchase cartoons on a one-use-only Serv: 
ice fee. Any reprint requests should be ad: 
dressed to Cartoons-of-the-Month, Roslyn, 
£1, A % —The Editor 
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Aspects of Controllership 


Many and varied are the extracurricular activities of cor- 
porate controllers and from time to time we have made note 
of these activities in the pages of THE CONTROLLER. Re- 
cently we learned of a dual career in two widely separated 
fields which has been undertaken by Harold Heard, control- 
ler of Spencer Kellogg and Sons, Inc., Buffalo, N. Y. On 
Sundays he has been serving as temporary supply pastor of 
two Methodist churches in the Buffalo suburban area. Mr. 
Heard, an ordained minister in the Methodist church, was 
called early in June by the Buffalo District of the Genesee 
Conference to fill the two pulpits. This is not his first experi- 
ence as a pastor; previously, Mr. Heard, who is a director of 
the Buffalo Control of Controllers Institute of America, was 
volunteer supply pastor in Indiana and South Carolina while 
employed in those areas. 


Basic Corporate Similarities 
Noted in British Study 


Although the corporate horizon seems to include an in- 
finite variety of types of firms, according to the British In- 
stitute of Management there are six basic types. This finding 
is the result of research the BIM undertook on the subject 
of type of information needed by top management of cor- 
porations. The six types of firms, as reported in the London 
publication Business for May 1958, are identified by their 
distinct method of sales and production coordination. They 
follow: 


Type A: Long-term quantity producers making and selling 
intensively one or a few products of their own choice, made in 
advance of orders for current sale. Example: Mass-produced cars. 


Type B: Stock-level producers which set out to make and 
maintain a comprehensive range of products of a certain class 
for sale from stock. Examples: Makers of screws, nuts, bolts, etc. 


Type C: Manufacturers offering, on “catalog’’ basis, a wide 
tange of products made to customers’ orders. Example: Makers 
of range of electric switches. 


Type D: Manufacturers specializing in production of large 
quantities of goods to customers’ orders and specifications. Ex- 
ample: Customer-designed packing materials. 


Type E: Contract manufacturers of capital goods of high unit 
Value in form agreed with customers. Example: Large electrical 
generating plant. (A separate category, E-II, has been created for 









building contractors, variations take into account such things as 
subcontracting, the necessity to work mainly on site, and the ty- 
ing up of capital in finished buildings.) 

Type F: General or jobbing manufacturers, offering produc- 
tion service in specific field. Examples: Jobbing foundries, 
printers and general engineering shops. 


The BIM concluded that once business managements rec- 
ognize their basic similarities and forget that their products 
are different, they can learn from each other to a degree 
unknown before. 


New Disclosure Act Adds to 
Rising Cost of Welfare Plans 


The costs involved with corporate pension and welfare 
plans are due to move upward, as the result of passage of 
the new federal Welfare and Pension Plans Disclosure Act. 
Compliance with the new rules will be required of em- 
ployers wherever plans cover more than 25 employes. The 
new law applies to a wide variety of plans, whether financed 
through insurance or under a trust, including medical-surgi- 
cal-hospital-sickness-disability and similar plans as well as 
profit-sharing plans which provide for benefits after retire- 
ment. 

Both original and annual reports are required, according 
to an analysis of the new disclosure rules by Commerce 
Clearing House, which points out that compliance with the 
Act’s provisions requires that copies of all plans covered by 
the law, and all annual reports of each plan’s operations, 
must be filed with the U.S. Department of Labor and made 
available to all participants or beneficiaries. 

Primary responsibility for policing of the funds and their 
administrators has, however, been left to the participants, in 
the apparent Congressional belief that participants will be 
better enabled to determine what is best for them through 
publication of all the facts. 


Business Changes Require 
Updating of Marketing Budgets 

The problems of developing an appropriate advertising 
budget—in recession or prosperity—were considered in our 
issues of August and September. Now that there is contin- 
uing evidence of a turning of the economic tide, it is im- 
portant that marketing budgets be tailored for the year 
ahead on the basis of upturn rather than the prospects of 
recession. 

The McCann-Erickson advertising agency recently de- 
clared that “the question to be decided in 1959 is what pro- 
ducers will capture what shares of the market.” Then it 
added: “The surest prescription for profit recovery will be 
the practice of modern marketing—with the continuing 
challenge to keep down the cost of unit sales and to over- 
come profitless volume.” 

Creative re-examination of corporate goals for sales, 
share-of-market, and profits is a “‘must’’ to meet the chang- 
ing outlook. —PAUL HAASE 
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PROFILE OF 


The Corporate Controller 


Based on a Survey by Controllership Foundation 


Herbert F. Klingman 


This is the first of a series of three articles reporting the 
response to a request for information made by Controller- 
ship Foundation to the active members of Controllers In- 
stitute. The information supplied by 2,795 respondents 
pertained to their positions, kinds of responsibilities, back- 
ground of experience, training, education and additional 
data about themselves simply as persons and members of 
the communities in which they work and live. The prime 
purpose of this article is to describe broad characteristics of 
the group studied. Parts II and III will be more specific. 


PART | 


ONTROLLERS INSTITUTE OF AMERICA 
C is the institutionalized manifestation 
of controllership in business management 
and represents, in its membership, the best 
composite picture of the controller of pri- 
vately financed businesses in the United 
States and Canada even though the Insti- 
tute does not pretend to include all execu- 
tives who perform, as their primary re- 
sponsibility, the functions of controllership 
in business management. * 

The response to the request for infor- 
mation represents almost 70 per cent of 
the average active membership of Con- 
trollers Institute over the period of time 
the information was solicited and sup- 
plied. It is therefore a surprisingly reliable 
tepresentation of the controller of me- 
dium-sized-to-large American and Cana- 
dian businesses as well as of the member- 
ship of the Institute. 

Analytical reporting of essential char- 
acteristics of the group studied and some 
descriptive information about the Institute 
itself is necessary to establish an adequate 


* Membership in Controllers Institute is not 
restricted to a given field of business. It is 
open to all who can, on the qualitative bases 
of duties and responsibilities, meet the high 
standards for admission to this professional 
Management organization. 

There are three notable organizations of con- 
trollers which restrict their membership to a 
specific field of business: The National Asso- 
ciation of Bank Auditors and Comptrollers, the 
Institute of Newspaper Controllers and Finance 
Officers, and the Controllers Congress of the 
National Retail Merchants Association. 

There is some overlapping of membership 
tween these organizations and Controllers In- 
stitute of America. 


frame of reference against which data on 
specific topical elements and certain valid 
inferences drawn at other stages of the re- 
port can be seen in proper perspective for 
effective appraisal and meaningful inter- 
pretation. 

The reader should bear in mind that the 
data actually reported in these articles 
must, of necessity, represent only the high- 
lights drawn from much more extensive, 
detailed statistical processing, tabulation 
and analysis of information developed by 
the survey; similarly, the broad analytical 
comments and general conclusions are 
based on much more extensive data than 
are introduced as supporting documenta- 
tion. In short, the rather concise reporting 
here, whether it be of specific data or in- 
terpretive comment, is amply supported 
by a mass of statistics. 


SOME BASIC CHARACTERISTICS 
OF INSTITUTE MEMBERSHIP 

Diversity of Executive Positions Repre- 
sented, The large majority of participants 
in this survey—and of the active Institute 
membership—have job titles and/or duties 
which clearly designate them as the con- 
trollers of their organizations. Yet, it is 
most interesting to observe that some thir- 
teen per cent of the respondents hold po- 
sitions with titles indicating either (a) 
responsibilities of general management 
content or (b) some degree of specializa- 
tion in major elements of controllership. 

Among group (a) are: Men holding 













eles ‘s 


Say, 


Ownership 






the position of chairman of the board, 
president, senior or executive vice president 
or vice president of their organizations. In 
group (b) are positions commonly titled 
along these lines or equivalents: Director 
of planning, budget director, director of 
administrative services, assistant to the 
president, manager tax department or 
manager taxation and government rela- 
tions, etc. 

Further investigation of this latter group 
of cases reveals that: 


1. These individuals are either associated 
with very large corporations, where the 
complexity and magnitude of the com- 
pany make desirable some specializa- 
tion in one essential element of con- 
trollership ; 
They are with organizations (whether 
company or division) whose activities 
make certain aspects of controllership 
—such as taxes—especially complex; or 
. There are important factors influencing 
the continuing well-being of the or- 
ganization. 


nN 


Wo 


The classification of survey respondents 
by title, or,category of job title, is pre- 
sented in Table 1 (page 468). 

One of the interesting facts revealed in 
this tabulation is that most of the respond- 
ents with rank of executive vice president 
or higher hold such positions with the pri- 
mary company unit—either headquarters 
of independent companies or parent com- 
panies of holding company groups. 

It should be ‘noted, especially with ref- 
erence to the “‘controller job categories,” 
that the exacting qualitative or substantive 
eligibility standards for membership in 
Controllers Institute of America exert an 
influence which partially explains the pre- 
dominantly heavy representation of com- 
pany headquarters executives in contrast 
with division, branch, plant or works ex- 
ecutives readily evident from Table 2. 

These statistics about controllers who 
have progressed to the senior general man- 
agement positions of their firms and con- 
tinue as active members of the Institute 
suggest some interesting favorable infer- 
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ences which can validly be drawn about 
the appeal of the Institute’s policies, pro- 
grams and activities—inferences, it should 
be noted, whose validity is materially 
strengthened by correlative information 
supplied by this class of participants in 
our survey. 

Further, these data show that, given cer- 
tain inherent personal factors, the position 
of the controller in an organization is one 
of the several good points of departure 
for further advancement in responsibility 
and leadership in business. In other 
words, the position of controller, how- 
ever designated, may offer opportunity 
for progress toward general management 


positions—even to the top executive posi- 
tion of a company. It remains, of course, 
for the individual to exploit such oppor- 
tunity if and when it opens. 

Distribution of Respondents by Job Ti- 
tle Categories and Size of Company. Pat- 
ticipants were asked to or their com- 
pany annual consolidated net sales or 
equivalent measure of volume of business ; 
2,537 of the 2,800 participants supplied 
this information. Since the preponderant 
majority were in fields of business in 
which net sales are the accepted expression 
of volume of business, this was used 
(rather than assets) to establish company 
size classes for the report. 


TABLE 1 


DISTRIBUTION OF RESPONDENTS BY JOB TITLE CATEGORY 
AND TYPE OF ORGANIZATION UNIT 



























































Per Cent Who Are Ia 06s 
Headquarters Offices of: 
Independent 
of Parent Division, 
All All Types Companies of Subsidiaries Branch, 
Types Holding of Plant or 
Respondents' Title or of Companies Company Other Works 
Cate. i a o" Gro ors 
Total = 100% 2795 2605 2280 325 190 
Chairman of the Board, President 1.1% 1.2% 1.1% 1.5% = 
Executive, Senior, Vice President 2.4 2.5 204 3.4 0.5% 
Vice President 2.0 2.0 2.1 1.2 2.6 
Secretary 1.4 1.4 1.5 0.9 0.5 
Sub-Total: 
All Controller Job Categories 87.0 87.3 87.1 88.6 81.1 
Vice President-Controller, Vice 
President-Finance 15.3 16.3 15.8 19.7 1.6 
Controller 41.3 41.1 40.7 44.0 43.7 
Treasurer 20.6 21.5 22.6 14.2 79 
Administrative, Functional, Controller 6.4 5.9 5.5 8.3 14.2 
Chief, Senior, Accountant 1.0 0.8 0.8 0.6 21 
Other Controller Categories 204 1.7 1.7 1.8 11.6 
All Other Job Categories 6.3 5.6 5.8 4-3 15.3 
Per Cent Who Are In -- 
Headquarters Offices 6f: 
Independent 
of Parent Division, 
Total In All Types Companies of Subsidiaries Branch 
Each Job of Holding of Plant or 
Respondents' Title or Category = Companies Company Other Works 
Job Title Category —1O% __ (Sub-Total) —Groups___. Companies Offices 
All Job Categories 2795 93.2% 81.6 11.6 6.8 
Shairman of the Board, President 31 100.0% 83.9 16,1 - 
Executive, Senior, Vice President 67 98 .5% 82.1 16.4 
Vice President 56 91.0% 83.9 71 8.9 
Secretary 38 97.4% 89.5 7.9 2.6 
Sub-Total: 
All Controller Job Categories 2428 93.7% 81.8 u.9 6.3 
Vice President-Controller, Vice 
President-Finance 428 99.3% 84.3 15.0 0.7 
controller 1153 92.8% 80.4 12.4 
Treasurer 576 97.4% 89.4 8.0 
Administrative, Functional, Controller 80 85.0% 70.0 15.0 15.0 
thief, Senior, Accountant 24 83.3% 75.0 8.3 16.7 
Other Controller Categories 67 67.2% 58.2 9.0 32.8 
All Other Job Categories 175 83.4% T5 4 8.0 16.6 
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The resultant statistics are reported in 
Table 3 for all respondents, Table 4 for 
respondents in company headquarters and 
Table 5 for those in division, branch or 
plant offices (page 470). 

The distribution curve of frequencies 
reported in summary form in Tables 3 
and 4 comes surprisingly close to the nor. 
mal probability curve despite the relatively 
small number of frequencies. Smoothed 
out, the curve has the general bell-shaped 
contour and frequency distributions which 
fall within accepted tolerances of devia. 
tion despite a distinct skewness to the 
tight. This skewness in the direction of 
larger companies reflects influences of cer- 
tain standards of eligibility for member. 
ship in Controllers Institute. The sample 
is certainly a good representation of this 

universe.” 

On the eminently reasonable assump- 
tion that the Institute’s membership pro- 
vides a very good composite representa. 
tion of the controller and the organization 
of controllership functions which are the 
prime responsibility of one member of the 
management team, it is logical to conclude 
that the participants in this study present 
a highly accurate general picture of the 
controller as well as very good represen- 
tation of the controller in various basic 
fields of business and size of firm. 

It is clear from data in Table 3 that the 
modal, or most common company size 
class is that of $10-$49 million of annual 
sales. In other words, there are more re- 
spondents (and Institute members) asso- 
ciated with companies in this size class 
than in any other. Since the concentration 
in the size class is of significant propor- 
tion, it can be regarded as the typical or 
most representative class. The tendency 
of those in controller job categories to 
concentrate in this size class is even more 
pronounced than is true of the over-all 
response. 

Because such a large proportion of par- 
ticipants are affiliated with company head- 
quarters offices, the distribution of these 
by size classes is not significantly different 
from the pattern set for all respondents 
as shown in Table 4. But most of the di- 
vision, branch, plant or works executives 
are with large companies; this is to be ex- 
pected. In fact, the typical division execu- 
tive participating in this survey is with a 
company having annual sales of $150 mil- 
lion or more. 


GEOGRAPHIC DISTRIBUTION 
OF RESPONSE 

A preponderant majority of respond- 
ents (and of Controllers Institute mem- 
bers) are located in continental United 
States. 

Participants have been classed by loca- 
tion and their firm’s major field of busi- 
ness. Of the 2,777 (of a total 2,795) 
who supplied both elements of informa- 
tion—96.0 per cent are located in conti- 
nental United States; 3.6 per cent are in 
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Canada; and the balance are outside con- 
tinental U. S., primarily in Puerto Rico. 

The pattern of regional distribution 
within continental United States is shown 
in Chart 1, with tabular inset (page 499). 

Almost two thirds of all participants 

are in the Northeast region with the Pa- 
cific-Mountain States region ranking sec- 
nd. 
' These regional categories and also the 
field-of-business categories represent sum- 
mary consolidations of the classifications 
used by the U. S. Census Bureau for its 
several series in the Census of Business. 
There are some differences between the 
distribution patterns for participants in 
this study and comparable census patterns. 
But the deviations are not serious when al- 
lowance is made for the fact that our 
study is primarily related to the control 
executives of headquarters units of me- 
dium-to-large-sized firms; in this, the 
sample conforms closely to the character- 
istics of active membership of Controllers 
Institute. 

The few basic characteristics of re- 
sponse briefly discussed above, when re- 
lated to the fact that 87 per cent of the 
2,795 participants hold positions which are 
unmistakably in the controller job cate- 
gory, indicate an unusually strong base 
for drawing a valid, representative pic- 
ture of the controller in American and 
Canadian business. 

So much, then, for general characteris- 
tics of respondents, their valid picturiza- 
tion of similar composite characteristics of 
the active membership of Controllers In- 
stitute and of the controller generally. 
Similar tabulations and analyses of over- 
all response have been Rig ayy when- 
ever they were meaningful, for data re- 
lating to all topical points of this study. 
From here on, however, the discussion 
will be confined primarily to data about 
respondents holding positions in the con- 
troller job category. 


THE CONTROLLER 

The company controller (whether in a 
corporation, partnership, or proprietor- 
ship) is the prime subject of this study— 
to be more specific, we are primarily con- 
cerned with the 2,428 respondents whose 
major responsibilities (rather than titles) 
clearly indicate they are in the controller 
job category. The preceding statement 
leads us to a consideration of the company 
control executive and his title. 

Diversity of Titles of Controllers. To 
keep the statistical tables within reason- 
able bounds and also present a realistic 
Picture rather than a misleadingly oversim- 
plified one, it was advisable to classify re- 
spondents as controllers on the basis of 
information they supplied about their pri- 
Maty responsibilities. Titles frequently 
were useful only for tentative classifica- 
tion which had to be verified on the basis 
outlined above. In other words, many ex- 
ecutives who are in fact controllers have 











TABLE 3 


RESPONDENTS BY JOB TITLE CATEGORIES AND SIZE OF COMPANY 
(All Respondents* Reporting Company Sales and Job Title) 





Total 


] 


Per Cent With Companies Having 
Annual Consolidated Net Sales Of — 




















Reportirg | 
Company | 
Net Sales | $5 $10 $50 $150 
and Job | Less Thar to to to Million 
Respondents' Title or Title Equals $9 $49 $149 or 
Job Title Category 1.00 | Milian Miulico Million -Million. -More— 
All Job Categories 2537 0.&% 13.9 38.6 18.3 18.6 
Chairman of the Board, President 28 35.7% 17.9 28.6 701 10.7 
Executive, Senior, Vice President 59 18.6% 8.5 50.8 3.4 18.6 
Vice President 46 21.7% 6.5 34.8 17.4 19.6 
Secretary 37 4h 8.1 48.6 3244 5h 
Sub-Total: 
All Controller Job Categories 2258 10.0% 14.6 39.6 17.9 18.0 
Vice President-Controller, Vice 
President-Finance 394 11.2% 10.9 35.3 25.1 17.5 
Controller 1064 h 4.7 4 17.0 16.3 
Treasurer 542 18.3% 20.7 41.1 1404 5.5 
Administrative, Functional, Controller 176 - 4-5 23.3 17.6 Shed 
Chief, Senior, Accountant 20 - 10.0 30.0 20.0 40.0 
Other Controller Job Categories 62 1.64 12.9 19.4 17.7 48.4 
All Other Job Categories 1099 9.2% 6.4 u.g9 33.9 38.5 





* Including those with Division, Branch, etc. offices who reported company consolidated net sales. 





TABLE 4 
RESPONDENTS BY JOB TITLE CATEGORIES AND SIZE OF COMPANY 


(All Respondents in Company Headquarters Offices; Size of Company 
Measured by Consolidated Annual Net Sales or Equivalent) 








Per Cent With Companies Having 














Total 
Number Annual Consolidated Net Sales Of — 
Reporting 
Company $5 $10 $50 $150 
Net Sales Less Than to to Million 
Respondents' Title or and Job Title $5 $9 $49 $149 or 
—iob Title Category —2 10 éllien. Million 
All Job Categories 2361 11.2% 4.8 40.3 18.2 15.5 
Chairman of the Board, President 28 35.7% 17.9 28.6 Vel 10.7 
Executive, Senior, Vice President 58 19.0% 8.6 51.7 364 17.2 
Vice President 41 24.4% 7-3 36.6 14.6 17.1 
Secretary 36 5.& 8.3 50.0 30.6 5.6 
Sub-Total: e 5 
All Controller Job Categories 2116 0.5% 15.5 41.1 17.9 15.0 
Vice President-Controller, Vice President~ 
Finance 391 1.3% 11.0 35.5 25.1 * 17.1 
Controller 988 8.0% 15.6 46.0 16.9 13.6 
Treasurer 527 8.6 21.3 41.7 14.2 4 
Administrative, Functional, Controller 150 - 5.3 26.7 16.0 52.0 
Chief, Senior, Accountant 17 = 11.8 35.3 23.5 29.4 
Other Controller Job Categories 43 3% 18.6 25.6 25.6 27.9 
All Other Job Categories 82 12.2% 8.5 13.4 B54 30.5 








job titles which do not suggest that fact. 
Thus, it became practicable and more rep- 
resentative of realities to establish five 
categories of controller job titles into 
which respondents were classified (see 
Table 6 on page 470). Respondents with 
compound titles like controller-treasurer, 
secretary and controller were put in the 
controller class. Similarly, the classifica- 
tion administrative, functional, controller 
represents a grouping of some 30 different 
combinations of titles which, when re- 
viewed with the stated responsibilities, 
warranted putting these respondents into 
the administrative, functional, controller 


group. 


In other words, the five classes which 
comprise the controller job category in 
our tabulations do recognize some differ- 
ence in scope (or emphasis) of the con- 
tent of positions all of which have essen- 
tial responsibilities of controllership. What 
has just been said should not be construed 
to mean that differences in scope or degree 
of responsibility are necessarily implicit 
in these classes of the controller category 
or in the sequence in which they are listed. 
As in other positions, to some extent the 
man makes the job, regardless of the title 
or job specifications. And so there are 
known cases of chief accountant of one 
company performing a job which is es- 
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sentially the same in scope and degree as 
that of the “‘typical’’ controller. 

The preceding explanatory comments 
about the controller job category and its 
five elements are designed to point up a 
situation not commonly recognized by 
those outside the profession, namely that 
the job title of the person having control- 
lership responsibilities* of the manage- 
ment team may well be anything but the 
simple, specific title “controller” (see Ta- 
ble 6 for the distribution among the five 
broad groups in the category). There are, 
for example, a number of respondents 
with titles like chief accountant, chief 
clerk, senior accountant, who are truly the 
controllers of their firms. Within the 
broad controller job category, too, there 





* The official Controllers Institute concept 
of modern controllership is shown in column 1 
on page 458. 


are 576 respondents with the title “treas- 
urer’” and no mention or suggestion of 
“controller.” Yet, analysis and appraisal 
of their duties clearly establish them as 
the controllers of their firms. 

All this suggests the logic in favor of 
simplifying and standardizing the nomen- 
clature for the controller's position. If the 
essential duties comprise the elements of 
controllership, why not simply establish 
the job designation as ‘‘controller’’? If, 
for whatever reason, there are important 
elements in the position which go beyond 
the field of controllership or, if a certain 
position really requires specialization in 
some phases of controllership, a more ade- 
quate descriptive compound title could be 
used, as indeed is the case with these titles 
reported by respondents: vice president- 
finance, vice president-control, assistant 
controller-planning. 


TABLE 5 
RESPONDENT DIVISION, BRANCH, PLANT OR WORKS EXECUTIVES 
BY JOB TITLE CATEGORIES AND SIZE OF COMPANY 
(All Division, etc., Executives Reporting Company Annual Consolidated 
Net Sales or Equivalent) 











Per Cent With Companies Having 























Further, where duties of treasurer and 
controller are combined into responsibil. 
ities for one job, why not use the more 
accurately descriptive compound title 
“treasurer and controller”? Or, if, as js 
frequently true, the functions of the ex. 
ecutive with title of ‘‘treasurer’’ are now 
predominantly controllership functions, 
why not identify him simply as “‘control- 
ler” if this possibility is open under com. 
pany charter and the controlling statutes? 

This question of title is not just a matter 
of academic semantics; if there is any tea- 
son for a designation or label (such as a 
job title) it is that the designation or label 
be informative at least in the broad sense, 
While it is true that the person in it makes 
the job what it is, clearly identifying by 
title, the basic nature of a job’s responsibil- 
ities can help the incumbent do his job 
effectively. This is especially likely where 
(as in some aspects of controllership) the 
job involves integrating or coordinating 
some of the activities of other members of 
the management team, serving as the com- 
pany data communications center or uti- 
lizing “consultative” or “catalytic” tech- 
niques of leadership and influence. Cer- 
tainly the data summarized in Table 6 





















































Mio EO Anuual Consolidated Net Sales Of ~~ indicate that, all too frequently, the con- 
mae $5 $10 $50 $150 troller’s job is not specifically identified as 
and Job Less Than to to to Million -h 
Respondents' Title or E Title ie $5 ios at $49 ; Bs or sucn. 
All Job Categories 176 1.7% ye 15.3 20.5 61.4 THE MAJOR FIELDS 
Chairman of the Board, President - - - - : 7 OF BUSINESS REPRESENTED 
Executive, Senior, Vice President 1 - E : . 100.0 With diversification of product lines so 
Vice President 5 - - 20.07 40.0 40.0 prevalent, it becomes increasingly difficult 
Secretary 1 - a “ 100.0% to classify firms satisfactorily by field of 
aa Shenye Srey rae ee business. Yet, for analytical purposes it is 
All Controller Job Categories he ask aA ni 6 ie good to do so. First, there are important 
Vice President—Controller, Vice p characteristics of various fields of business 
ih ll ieee - * - .. 7 . ° ‘ 
dia ‘ which may, and often do, influence sig- 
r > (74 25. 1 3 . . . . . 
controller 7% &f ; _ i : nificantly the organization of managerial 
Treasurer 5 6.6 20.05 0.0 53.3 responsibilities and functions. In discuss- 
Administrative, Functional, Controller 26 : ed nd o ing some of the series with various mem- 
és - - : 00. ; : 
Chief, Senior, Accountant 3 — bers of Controllers Institute, it was most 
Other Controller Job Categories 19 7 ? ee seh interesting to observe their special interest 
7.4% 29.6 63.0 in classifications of data which were te- 
All Other Job Categories 27 - - ° ° . 
(Continued on page 497) 
TABLE 6 
RESPONDENT CONTROL EXECUTIVES BY JOB TITLE CATEGORY AND CLASS OF ORGANIZATION 
Number loyed In Per Cent Distribution Within Each Class of Organization 
Festa Offices of: | Division, Ait Tndependent! 
All All Independent Branch, AL Types | or } Division, 
Respondent Types or Plant’ or Respondent of | Parent | Subsidiary Branch, 
Control ° Parent Subsidiary Works Control Company, | Company | Company Plant or 
sxecutives |Companies | Companies Companies} Offices Executives | Headquarters | Headquarters | Headquarters Works Offices 
Total Control Executives 2428 227 1986 288 15h 100% 100% 100% | 100% 100% 
r 
Controller Job Categories: | 
Vice President-Controller, | 
Vice President-Finarce 428 425 361 6k 3 18 19 18 22 2 
Controller 1153 1070 927 143 83 7 7 47 50 54 
Treasurer 576 561 515 46 15 2k 2k 26 16 10 
Administrative, Functional Controller 180 153 126 27 27 7 | 7 6 9 17 
Chief, Senior, Accountant 2h 20 18 2 4 1 { 1 1 1 3 
Other Controller Categories 67 Ls 39 6 22 3 2 2 2 1k 
| 
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Punch-Card Attachment 
3 new developments in Phillipsburg Inserters! 


Bell & Howell Phillipsburg Company, pioneer and world-leader in mechanized 
mail processing equipment, is busy designing and engineering new machines for 
every mailer, large and small. Here are only three exciting new developments in 
Phillipsburg Inserters— more are on the way! 





1. NEW Universal Size Phillipsburg — Now, one machine can handle all insert sizes from 5%” x 
3%” up to 11%” x 8%"! Provides accurate, fast vacuum feed, adjustable speed motors, full double- 
insert detection at every station. Ideal for publishers, department stores, brokerage firms, other mailers! 


2. NEW Open-Feed Station Attachment — Allows fast hand feeding of loose inserts or bulky 
enclosures, such as punch cards, sales slips, capsules, cards, many types of samples... with all 


other advantages of a stuffing machine! 


3. NEW Punch-Card Attachment —Now, punch cards are stuffed by the Knife Edge principle, 
the system used on all punch-card machines for accuracy, regardless of hole positions in card! 
Do you have an inserting problem? cws 


Ask us to help you solve it. Send Coupon... Bell & Howell Phillipsburg Co., Phillipsburg, N. J. 





Send more information on 
(mailing problem) 


Universal Size Phillipsburg Open-Feed Attach- 
ment ___ Punch-Card Attachment 


FINER PRODUCTS THROUGH IMAGINATION 
Bell & Howell 
Phillipsburg 


PHILLIPSBURG, NEW JERSEY 
Successor to Inserting and Mailing Machine Company 





Name 


Firm 





Street 





City —__. Zone. State 
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H. T. McAnly 


T LOOKS VERY MUCH as though the re- 
| investment depreciation concept, em- 
bodied in the Keogh Bill (HR 13289, 
introduced in Congress on July 3, 1958), 
may be a long-sought tax-relief answer 
to the erosion of capital invested in 
plant assets through continuing inflation. 

The concept concerns itself mainly 
with the calculation and timing of a 
proposed tax deduction and it appears to 
be workable in this realm. If it is cou- 
pled with sound accounting methods for 
recognizing the year-to-year accrual of 
depreciation deficiencies so as to reserve 
funds sufficient to meet the after-tax 
portion of the deficiencies, it may clear 
the way to resolving a serious shortcom- 
ing in contemporary corporate account- 
ing. 

Briefly, “reinvestment depreciation” is 
the name given to a method of calculat- 
ing the effect of inflation at the end of 
the useful life of assets and qualifying 
the resulting dollar figure as a tax de- 
duction. The deduction would apply to 
the extent that new assets were pur- 
chased within a reasonable period of 
time. The calculation would employ an 
appropriate government index of cap- 
ital purchasing power computed each 
year. 





H. T. McANLY (CPA-25 states) has been a partner of Ernst 
& Ernst for 22 years of his 38 years’ association with 
the firm. He is national director of the Management Serv- 
ices Division in the Cleveland, Ohio, office. He has served 
on the Advisory Committee on Accounting, College of Com- 
merce and Business Administration, University of Illinois; 
on the Committee on Cost Justification, FTC; and presently 
is a member of the Committee on National Defense, AICPA, 
and chairman of the Committee on Pricing, as a mem- 
ber of the Government Contracts Committee of the NAM. 
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As a tax measure alone, it does not 
provide the funds to cover the full ac- 
cumulated accrual of the depreciation 
deficiency caused by inflation. It would 
provide (at present tax rates) for 52% 
of the funds needed to cover the decline 
in the value of the dollar between the 
time of the original investment and the 
time the replacement expenditures are 
made. 

The tax proposal has been well 
thought out and is strongly supported.* 
Whether it will become law remains to 
be seen. In considering its possibilities, 
we would do well to remember that 
normally and naturally legislative tax 
provisions follow rather than precede 
business practice. If there is inadequacy 
in present accounting methods—and ac- 
counting that fails to recognize the ef- 
fects of inflation on the integrity of the 
required capital of a going concern is 
inadequate—it should be recognized and 
corrected in business practice as well as 
in the laws that govern the taxation of 
businesses. It would require artful per- 
suasion to win general acceptance for a 
tax reform on the basis of reasoning that 
business preferred to ignore in its own 
accounting. 

With so many current financial state- 
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The current tax proposal which 
is includible in acceptable ac- 
counting procedures and could 
act as a stimulant to business 


ments showing disappointing compari- 
sons with the results of a year ago, a 
recommendation that would result in 
additional charges against income seems 
unlikely to win a popularity contest just 
now. Perhaps current profit per share 
has become too widely taken as the 
measure of the quality of management 
stewardship. Yet accountants must navi- 
gate by the stars of truth rather than 
the aurora borealis of current popu- 
larity; and in this era at least, inflation 
appears to have taken on the characteris- 
tics of a fixed star. 


DEATH, TAXES AND INFLATION 
—CERTAINTIES 


The purchasing power of our dollar 
has declined steadily during the past 20 
years. Continuation of wage increases of 
4% or 5% compounded annually is gen- 
erally predicted. A period of deficit 
spending is again beginning to appear. 
Further currency devaluation under a 
tax-and-spend economy seems inevitable. 

The growth in federal government ac- 
tivities and total federal taxes correlate 
closely. These correlated trends reflect 
not only increasing government pattici- 
pation in the economy but increasing 
government control of the economy. Ev- 
ery new dollar of federal programming 
will accentuate the trend. It will be fur- 
ther aggravated by the strong preference 
toward debt and the reluctance of the 
electorate to support the full impact of 
costly programs on a current basis. 

History has proved that “managed 


* Among the groups which testified in 
favor of the proposal, at hearings held be- 
fore the House Ways and Means Committee, 
were the American Cotton Manufacturers In- 
stitute, National Lithographers Association, 
Inc., the Association of American Railroads, 
and the National Coal Association. Other 


groups which have gone on record, either as 
associations or individual taxpayers, favor- 
ing reinvestment depreciation are the cement 
industry, the American Pulp and Paper Asso- 
ciation, the copper and brass industry, and 
the American Iron and Steel Institute. 
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currency’ coupled with government 
debt inevitably produces currency at- 
tenuation. The Roman government, dur- 
ing the 300 years from the time of Au- 
gustus to the time of Diocletian, was one 
of the strongest governments the world 
has ever known. But, during that pe- 
riod, there was progressive expansion of 
government activities and taxes, and the 
denarius, the “penny” of the Bible, 
which was worth the equivalent of 20 
cents in the time of Augustus, was worth 
about one-half cent during the epoch of 
Diocletian. In the twentieth century, the 
historical parallel is the pound sterling 
—and the United States dollar entered 
the same sequence of events when it was 
shifted to solely a managed currency in 
the thirties. 

With the additional effects of national 
defense costs, of annual wage increases 
demanded and gained by labor unions, 
and of our basic deficit spending policy, 
it seems clear that we can look forward 
to a period of further dollar decline. 

The establishment of methods for re- 
flecting changes in dollar purchasing 
power is by no means an unprecedented 
step. There is a significant parallel be- 
tween the reinvestment depreciation 
concept and the well-established solu- 
tion for eliminating from income the ef- 
fect of fluctuating costs of inventory in- 
vestment through the use of Lifo. The 
deficiency in historical cost depreciation 
provisions results because we have failed 
to develop techniques compared to Lifo, 
through which we could charge against 
income, as depreciation, amounts repre- 
senting recovery of original purchasing 
power. Under Lifo, because of relatively 
fast turnover as compared with plant as- 
sets, the added capital needed to carry 
the inventory investment is actually ex- 
pended during the current year and be- 
comes a deduction from income, both 
accountingwise and taxwise. However, 
plant investment expires or turns over 
only a fraction of a turn annually and 
the expenditures for replacement that 
continue a corporation as a going con- 
cern will be made in future years. Proper 
accounting should provide for accruing 
the accumulated depreciation deficiency 
and thus covering the added capital that 
will be needed to maintain the plant as- 
set investment when replacements take 
place. 


TAX REFORM BASED 
ON ACCOUNTING REFORM 


Reinvestment depreciation as a tax 
measure would recover the taxes applica- 
ble to the accrued depreciation defi- 
ciency at the time the money is needed 
to effect plant asset replacement. It 
would seem that if business accounting 
practice calls for the accrual of the cost 
depreciation deficiency, even though on 
a basis that can only be approximate, 
Congress would be more inclined to pro- 

















“Do you plan on continuing your business career, Dodson, 
now that you’ve won $25 in the office baseball pool?” 


vide, through the reinvestment depreci- 
ation measure, for its ultimate recogni- 
tion when the actual amounts become de- 
terminable through asset retirement and 
the re-expenditure of funds. It would 
also seem that failure to provide for the 
net after tax amount of the deficiency— 
on the company books, as an annual ac- 
crual and a reduction of net profits— 
could be construed as asking for only 
52% of the amount needed while ignor- 
ing the 48% balance as a reduction of 
past available profits. 

Let us briefly review the accounting 
procedure which will accrue the net 
after tax depreciation deficiency annu- 
ally, providing ultimately for the tax re- 
coupment portion through the proposed 
reinvestment depreciation measure. The 
essential point is that we recognize cur- 
rently the change in the purchasing 
power of all funds being recovered in 
depreciation. This adjustment in the ac- 
crued depreciation provisions can be 
represented by a ‘‘reserve to prevent cap- 
ital impairment.” The adjustment, to be 
realistic, must allow for the change in 
the value of the dollar from the date the 
assets were Originally purchased to the 
end of the fiscal year being reported. To 
conform to change in the value of the 
dollar, adjustment of the accrued de- 
preciation should cover not only the 
current year but also all prior years. Un- 
der the reinvestment depreciation meas- 
ure, the cumulative adjustment would 
become a tax deduction in total when 
the asset is retired if funds comparable 
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in amount were expended within a rea- 
sonable period. 

A prerequisite of such a method, a re- 
liable index of the current value of the 
dollar, could easily be based on facts al- 
ready gathered and issued by the Gov- 
ernment. Already available are the De- 
partment of Labor’s cost of living index, 
the Bureau of Labor Statistics’ wholesale 
commodity index, and the several con- 
struction cost indices. The index selected 
would not be of fundamental importance 
so long as all companies and taxpayers 
used the same one. We are not talking 
about replacement of specific assets, but 
the adjustment of depreciation dollars to 
their approximate current purchasing 
power. 


CONVENTIONAL DEPRECIATION 
PROVISIONS USED 


The depreciation provisions for the 
year could be computed on any of the 
generally accepted bases—the straight- 
line, diminishing-balance, or production 
method or any combination of these. 
The accumulated reserve for deprecia- 
tion on cost at the end of the year should 
be broken down into the amounts which 
apply to the assets by the years of acqui- 
sition. The accrued depreciation applica- 
ble to the assets acquired each year 
should be adjusted for the difference be- 
tween the index of that year and the cur- 
rent index. The total of the adjustments 
would represent the total depreciation 


(Continued on page 476) 
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TYPING...CALCULATING...and now — 


electronic typing calculator 
[if | hm 
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25 YEARS AGO IBM introduced its first electric typewriter...this year IBM continues 
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This pre-punched plastic tape is the key to the flex- 
“ ible efficiéncy and simplicity hs new IBM 632. 


matically instructs the machine rform the de- 
sired opetdtion, reducing clerical by eliminating 
virtually all manual instructio 

plication, the tape can be change 


In a low-cost unit that any typist can learn to use in 
minutes, IBM brings you the 632 Electronic Typing 
Calculator—the high-speed solution to office opera- 
tions, such as billing, that require both typing and 
calculating. 


The IBM 632 adds, subtracts, multiplies, accumulates 
totals, computes and adds taxes, calculates and sub- 
tracts discounts, inserts decimal points, stores infor- 
mation in its magnetic core “memory,” and types out 
results—all automatically. 





And now, IBM has added a new, optional feature to 
the 632: Punched Card Output. As it types and cal- 
culates, the IBM 632 will simultaneously prepare 
punched cards for use in further machine processing. 
This means that, as a by-product of an IBM 632 oper- 
ation, you automatically get punched cards that can 
be used for sales analysis, inventory control, accounts 
receivable, and many other accounting and operating 
analysis reports. 


Available without Punched Card Output, the IBM 632 consists 
of the electronic calculating unit, the electric typewriter, and 
the ten-key companion keyboard for inserting numerical data. 


Whether your company is large or small, find out now 
just how the IBM 632 can help cut costs and build 
profits. Call your local IBM representative today. 


ELECTRIC 


nues fits leadership with its one millionth electric typewriter. TYPEWRITERS 



























deficiency. The difference between the 
amounts so determined at the beginning 
of the year and the end of the year 
would represent the adjustment of the 
accumulated depreciation deficiency ap- 
plicable to the current year. 

Thus the additional depreciation de- 
ficiency computed as applicable to the 
current year covers both the amounts 
applicable to the current year’s provi- 
sion and the adjustment of the prior 
years’ provisions. 

Assets should be depreciated until the 
reserves for depreciation on cost equals 
the original cost (or until retired) re- 
gardless of the additional amounts which 
have been provided for the depreciation 
deficiency and credited to the reserve to 
prevent impairment of capital. 

The tax eventually recoverable on 
these provisions for the accrued depreci- 
ation deficiency could be white tas a 
long-term receivable but probably more 
properly deducted from the reserve to 
prevent capital impairment through ac- 
cruing the latter on a net after tax basis 
since its realization results from eventual 
recognition taxwise of the reserve pro- 
vision. 

Inasmuch as the tax recovery through 
reinvestment depreciation covers an ac- 
crual at the end of the asset’s productive 
life and is thus retroactive, the value of 
the new assets acquired at that time 
should not be affected. Thus all addi- 
tions should always enter the property 
records at the dollar level as of the date 
of their acquisition. Subsequent depreci- 
ation would be figured on the cost, with 
adjustments for additional depreciation 
based upon the relationship of the cur- 





























rent dollar index to the value of the dol- 
lar at the date of acquisition. 

With reinvestment depreciation as a 
tax measure, taxes would be recovered as 
assets are retired and monies expended 
equalling their costs adjusted to a cur- 
rent dollar basis. However, this tax re- 
covery should not affect the current 
profit picture since the accumulated ac- 
crual of the deduction on a net after tax 
basis has been charged against profit 
and thus recoverable taxes have been 
provided for. 

With the reserve to prevent capital 
impairment covering the accrual set up 
net after taxes, the tax recovery through 
reinvestment depreciation becomes in ef- 
fect a credit to the reserve to prevent 
capital impairment. If the reserve has been 
carried on a gross accrual basis and the re- 
coverable taxes carried as a long-term re- 
ceivable, then the tax recovery through 
reinvestment depreciation merely repre- 
sents the payment of a receivable. Thus, 
under either basis, the reserve to prevent 
capital impairment will eventually con- 
tain the total amount needed to cover 
the decline in purchasing power of the 
funds recovered in depreciation provi- 
sions—both the amount recovered in 
taxes and the amount properly provided 
for out of net profit. However, because 
of the lag in actual realization taxwise, 
it would seem that the gross amount of 
the depreciation deficency (the net after 
tax accrual plus the tax recovery) should 
be transferred to appropriate capital and 
reserve for applicable future taxes ac- 
counts as permanent resting places at the 
time the total funds covering the defi- 
ciency are expended and the actual cur- 
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“| think it’s about time we got the plant and 
office managers together and held a conference 
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rent tax recovery takes place. Also re. 
tirements that take place which exceed 
the current additions within the period 
provided in the tax measure will cal] 
for additional adjustments to the reserve 
to prevent capital impairment to cover 
the loss of the anticipated tax recovery 
with subsequent transfer to the perma. 
nent capital account. 

Thus, the net after tax reserve to prte- 
vent capital impairment would at the 
end of any accounting period cover the 
cumulative accrual applicable to plant 
assets in use; and the more or less per- 
manent capital and reserve for future 
taxes accounts set up to contain the 
transfers from the reserve to prevent 
capital impairment would cover the 
gross amount of the depreciation defi- 
ciency applicable to assets which have 
been retired. 

The reserve for future applicable 
taxes should cover the taxes (probably 
on a capital gains basis) which would be 
payable in the event of retrenchment or 
liquidation. The reinvestment deprecia- 
tion concept emphasizes tax relief on a 
going concern basis by providing for tax 
deductions only on depreciation recov- 
eries which are reinvested. Unfortu- 
nately, in its present form it also pro- 
vides for giving back the tax relief in 
the immediate subsequent periods 
through reduced depreciation tax write- 
offs. Under an accrual method encom- 
passing reinvestment depreciation as to 
the time of tax relief, the future tax lia- 
bility applicable to the amounts which 
have been allowed as tax deductions cov- 
ering deficiencies in depreciation provi- 
sions should not be payable as long as 
the going concern needs exist. 

Under the reinvestment depreciation 
provision such as is contemplated, fe- 
tirement of assets should, as a practical 
matter, be broadly defined to include all 
fully depreciated assets—in other words, 
book retirement as well as physical re- 
tirement. 


PRECEDENT FOR 

CURRENT NONDEDUCTIBLE RESERVES 
As sound accounting procedure, the 

use of a reserve to prevent capital im- 
pairment covering the depreciation defi- 
ciency arising from the decline in the 
purchasing power of the dollar, even 
though it is not currently deductible for 
tax purposes, has many parallels, for ex- 
ample: 

Reserves to cover product guarantees or 
warranties. : 
Reserves to cover nonqualified pension 

programs. 

Reserves to cover deferred maintenance 
such as furnace relining, kiln rebuild- 
ing, etc. 

Reserves for bad debts (under the 
charge-off method for taxes). 

(Continued on page 506) 
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When your wheat goes overseas... 


When you take your international 
trade problems to the people at The 
Chase Manhattan Bank, the services 
of a world-wide network of 51,000 
correspondent banks and branches are 
immediately at your disposal. 
Whatever, or wherever your prob- 
lem, you get the overseas help you 
need from the banker-at-the-spot . . . 
the man who has an intimate knowl- 
edge of local trade conditions and 
knows how to make them work for you. 
This is possible because Chase Man- 
hattan has a close personal relation- 
ship with its foreign correspondents. 





use Chase Manhattan’s world-wide 
network of 51,000 bankers-at-the-spot 


Chase Manhattan and its stateside 
correspondents handle the U. S. prob- 
lems of the Bank’s overseas corre- 
spondents. They, in turn, get things 
done for Chase Manhattan in their 
own countries. Such reciprocity 
enables you to get more efficient bank- 
ing service in the markets of the world. 

Here at home, experienced men in 
the International Department sit down 
and talk things out with you person- 
ally. They work with you on a basis of 
individual analysis and imaginative 
planning. And knowing the right men 
in the right places, they can quickly 


contact the banker-at-the-spot who 
can best help you. 

If you have import or export prob- 
lems, phone HAnover 2-6000 or write 
to International Department, The 
Chase Manhattan Bank, 18 Pine Street, 
New York 15. 


THE 


CHASE 


MANHATTAN 
BANK 


Chartered in 1799 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





The Managerial Approach to Budgeting 


Dr. Raymond Villers 


FFECTIVE BUDGETING means providing 

the tools for managing in advance 
instead of managing on the spur of the 
moment. A budget can be, and should 
be, much more than a document provid- 
ing an estimate of what the income and/ 
or the expenses are likely to be. 

This approach—the managerial ap- 
proach to budgeting—has received in- 
creasing attention in recent years, espe- 
cially in the manufacturing industries. 
The research report, Business Budgeting,} 
recently published by Controllership 
Foundation, research arm of Controllers 
Institute, is based upon thorough case 
studies of what is actually being done in 
several hundred business enterprises en- 
gaged in various activities. This report, 
substantiated by statistical data as well 
as direct interviews with executives and 
supervisors of selected companies, clearly 
indicates the new trend toward full rec- 
ognition of what can actually be accom- 
plished by following the managerial ap- 
proach to budgeting. Such an approach 
is no substitute for good management. 
It does not provide the answer to any 
problem. What it does is to make it pos- 
sible for management to deal with prob- 
lems ahead of time instead of consider- 
ing them in the light of the wisdom of 
hindsight. 





DR. RAYMOND VILLERS of the consulting firm of Rauten- 
strauch & Villers, New York, has been an associate pro- 
fessor of Industrial Engineering, Stevens Institute of Tech- 
nology, and lectures at Columbia University. In 1946, he 
held the du Pont de Nemours-General Motors Joint Fellow- 
ship of Research; in 1952, he was vice president, Ameri- 
can Institute of Industrial Engineers; and is now chairman 
of their Research Committee on Organization Planning. He 
has authored books and magazine articles and frequently 
lectures before American Management Association groups. 





THE COMTROUER.............>. 


As is always the case with new con- 
cepts, it took many years to gain recog- 
nition for such an approach. As early as 
1931, Edmond S. LaRose, now vice pres- 
ident and controller of Bausch & Lomb 
Optical Company, Rochester, N. Y., and 
a well-recognized pioneer in the field, 
presented this approach which he had 
applied successfully for several years in 
his company. He indicated at this time 
that the basic principles of his method 
“can be applied with profit in almost 
every type of business organization.”’ He 
also stated: ‘No matter what may be the 
nature of the product or the type of or- 
ganization, the ideas outlined in this 
volume may be adapted to suit the im- 
mediate needs of the business.’’? 

Fifteen years later, in 1946, the writer, 
who was about to teach the first course 
in industrial budgeting to be given at 
Columbia University, was engaged in 
extensive research work. This research 
clearly indicated that Mr. LaRose, who 
was then presenting his approach at fre- 
quently held meetings all over the coun- 
try, was gaining increasing recognition 
among scholars and leading executives. 
It was also apparent, however, that his 
approach was not followed, with the ex- 
ception of very few companies. 

It is rewarding to see that within the 
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The budget is a tool whose 
effective use depends on 
management's attitude 


last decade, the situation has completely 
changed. As shown by the research study 
sponsored by Controllership Founda- 
tion, the managerial approach to budg- 
eting now tends to be the rule, rather 
than the exception. There is, of course, 
a great diversification among the meth- 
ods followed by each company. As a 
whole, however, it is impressive to see 
that the budget is now widely recognized 
as the framework within which execu- 
tives can operate to solve the three fun- 
damental problems of modern manage- 
ment: coordination, cooperation and 
control. 


ORGANIZING COORDINATION 
WITHIN THE BUDGET 


Framework Provided by the Budget. 
How can the ability of a given machine 
operator be compared to a particular piece 
of equipment? Or to the need for more 
supervision? Or to the rejection rate? 
How can the advantages of producing this 
Specific item in January in one lot be com- 
pared to the burden of a larger inventory? 

The use of the dollar is a necessary 
prerequisite to answer such questions. 
The dollar is the only common yardstick 
of measurement that applies to all the 
factors involved in modern industry: 
men, machines and materials. To answer 
such questions effectively, there is also 
a need for careful studies of possibilities 
and of relative worth of alternatives. 
This cannot be done on the spur of the 
moment. 

Because an effective budget includes 
all activities, as measured in dollars, and 
because it refers to future activities, it 
does provide the comprehensive frame- 
work of coordination needed by man- 
agement. 

Methods of Budgeting. To be fully ef- 
fective, the budget must then include all 
activities involved while it forecasts fu- 
ture activities. 

The first step is sales forecasting. Ac- 








* Reviewed on page 490 of this issue. 
*LaRose, Edmond S., Practical Budgeting, 
NACA, 1931. 





cor 
rest 
apf 
ties 
foll 
con 
wh 
met 
care 
$ize 
the 
exp 

7 


ties 
con 
mat 
cap 
pla 
the 
con 
cap 
vel 

10 


XUM 


| whose 
ds on 
ude 


pletely 
h study 
ounda- 
budg- 
rather 
course, 
meth- 

As a 
to see 
gnized 
execu- 
-e fun- 
anage- 
n and 


udget. 
achine 
r piece 
- more 

rate? 
1g this 
2 COM- 
ntory? 
essary 
stions, 
dstick 
Il the 
ustry: 
nswer 
s also 
ilities 
itives. 
»f the 


ludes 
s, and 
ies, it 
rame- 
man- 


ly ef- 
de all 
ts fu- 


, Ac- 


retin g, 





YUM 


cording to the above quoted Foundation 
research study, 93% of the companies 
approached base their budgeting activi- 
ties upon a sales forecast. The methods 
followed vary greatly from company to 
company, as can be expected, but as a 
whole, they tend to confirm the funda- 
mental concept that there is a need for 
carefully separating the forecast of the 
size of the market from the forecast of 
the share of the market a company can 
expect to obtain.* 

The second step is to relate all activi- 
ties to such a sales forecast: inventory 
control, production planning, labor and 
material expenses, overhead expenses, 
capital expenditures and long-range 
planning. There again, it appears that 
the trend in industry is to do so. Of the 
companies approached, 93% develop 
capital expenditures budgets, 87% de- 
velop expense budgets, 79% develop 
production budgets, 86% develop cash 
budgets, 75% develop research budgets. 
Only 42% develop definite budgets of 
the number of employes.® This is an un- 
expectedly low percentage especially if 
one considers what sales forecasting does 
provide and what it does not provide. 

Essentially, a sales forecast provides a 
framework of reference. To be reason- 
ably accurate, the sales forecast, as a rule, 
must be in terms of total sales or prod- 
uct classes. Sales of specific items, most 
of the time, will not be forecasted with 
the same degree of accuracy. Many com- 
panies consider that, as a rule, they can 
reasonably expect actual total sales to 
be within 5% of the budget, while the 
variance of actual sales from the budget 
may often reach 25% for specific items.® 
This stresses the fact that, as a rule, the 
stability of employment, a well-recog- 
nized factor of production efficiency, 
cannot be based upon the forecast of 
production of specific items, but can be 
based upon the translation of the total 
sales forecast into a budget of the num- 
ber of employes. Specific operations, 
such as effective and economical pro- 
duction scheduling, or tooling, or ma- 
terial purchases can then be conducted 
within the framework of production ca- 
pacity defined by the budgeted number 
of employes. The total sales forecast can 
thus provide the framework within 
which production can be organized most 
eficiently because of stability of employ- 
ment and adequate production plan- 


*Sord, Burnard H., and Welsch, Glenn A., 
Business Budgeting, Table 30, p. 136. 

*Ibid., Fig. 5, p. 133. For a detailed presen- 
tation of this concept of forecasting, see Rauten- 
sttauch and Villers, Budgetary Control, Funk 
and Wagnalls Co., Part I. 

* Ibid. Fig. 2, p. 91. 

‘Ibid. p. 137. 

‘Due exception should, of course, be made 
for job shops and plants engaged in filling gov- 
€tnment contracts, for which this approach may 
not apply. For a more detailed presentation of 
this approach, see Villers, Raymond, The Dy- 
namics of Industrial Management, Funk and 
Wagnalls Co., Chap. 9 and p. 435. 





ning. This approach makes it possible in 
most cases to overcome the obstacle cre- 
ated by the fact that, as a rule, the sales 
of specific items cannot be expected to 
be forecasted with the same 5 ea of 
accuracy as product classes or total 
sales.? 


ORGANIZING COOPERATION 
WITHIN THE BUDGET 

Budgeting is one of the business ac- 
tivities where the lack of cooperation 
can be most damaging. The uncoopera- 
tive executive or supervisor will protect 
himself by inflating his budget, even on 
the basis of misrepresentations, espe- 
cially if he has reasons to believe that 
the budget he proposes will systemati- 
cally be cut by a standard percentage, as 
a matter of rigid routine. He will also 
make sure to spend the money before 
the end of the year, whether or not he 
needs to do so, if he is afraid of being 
penalized with a reduced budget the fol- 
lowing year in case he does not spend it. 


How to obtain a reasonable amount of 
cooperation and what can be gained by 
doing it? The answer to this question in- 
volves almost an infinity of factors re- 
lated to human relations in management, 
but a few fundamental aspects of the 
problem should receive special atten- 
tion. They can be described as follows: 


Step 1—Adjusting the Accounting Sys- 
tem. One of the reasons why people lose 
interest in their budget is that they are 
sometimes flooded with budgets over 
which they have no control, such as, for 
instance, the share of the rent of the 
building or the share of the real estate 
tax allocated to their department. Such 
allocations are often needed for cost ac- 
counting purposes, but should definitely 
be avoided for budgeting. This means 
segregating the expense accounts in re- 
lation to the lines of authority and re- 
sponsibility, and submitting to each ex- 
ecutive or supervisor, at the time of the 
budget, only those accounts over which 
he has a reasonable amount of control, 
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FIG. 1—Request for Budget Revision of a Decentralized Expense 











No Designation 





such as: overtime, material handling, 
traveling, etc. 

The research study of Controllership 
Foundation indicates that this approach 
is being followed by 69% of the com- 
panies. However, only 9% follow it 
fully, while the other 60% segregate but 
continue to include all expenses in the 
reports submitted.® In the writer's opin- 
ion, based upon repeated experience, 
this tends to dilute the attention a su- 
pervisor gives to his budget. A super- 
visor should, of course, be permitted to 
have access to such information, if he 
asks for it, but at the time he takes the 
responsibility for budgeting he should 
not be requested to study systematically 
expenses over which he has no reason- 
able amount of control. Otherwise, he 
loses interest and sense of participation 
in budgeting. 

A serious problem of terminology 
should be mentioned at this point. The 
terminology “controllable” vs. ‘“non- 
controllable” expenses has received at- 
tention, but it is an objectionable one. 
This is not so much a matter of semantics 
as a serious psychological problem. In 











DEPT MONTH OF 19 
REQUESTED | 

Account | BUDGETED | Reason for | Decision | 

Increase | Decrease | Request | 








Dept. Head 








the writer’s experience, there is a subtle, 
but definite implication in classifying a 
good portion of expenses as ‘“noncon- 
trollable,” although most, if not all, 
of them are actually under the control 
of top management. The terminology 
“decentralized expenses” vs. “nondecen- 
tralized expenses” is definitely prefera- 
ble.® 


Step 2—Providing for Joint Determina- 
tion of Standards. The man responsible 
for his budget should not have the last 
word on it, but the budget should not be 
forced upon him. There is a need for 
keeping the balance between these two 
extremes, as fully recognized. In a great 
number of companies, the budget stand- 
ards are jointly determined by the man 
in charge, the accounting department, 
and eventually the industrial engineer- 
ing department, before being submitted 
for final approval. 


Siep 3—Providing for Monthly Revision. 
This step appears to be a somewhat con- 
troversial issue. Some companies are in 
favor of frequent revisions, others pre- 
fer not to have them. Another alterna- 


FIG. 2—Decentralized and Nondecentralized Expense Budget Report 
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tive is to provide some sort of automatic 
adjustment to changes in the conditions 
of operation by using a variable budget. 
The writer has found that a systematic 
monthly revision of the budget greatly 
stimulates the spirit of cooperation and 
the cost-consciousness of everyone con. 
cerned. On this basis, it is certainly 
worth the efforts involved. It also pro- 
vides a monthly opportunity of discuss. 
ing the whole operation plans and of 
comparing, for each account: 


—the actual performance 

—the original budget, which should def 
nitely remain on record throughout 
the whole year 

—the revised budget, which was revised 
at the request of the responsible su- 
pervisor on the basis of changes in the 
conditions of operations and upon 
approval of the qualified group of ex- 
ecutives (using a form such as the one 
shown in Figure 1). It should be 
clearly understood that requests for 
decrease ate required as well as te. 
quests for increase. This greatly stim- 
ulates cost-consciousness. It is also de- 
sirable to consider the requests for 
changes at the same monthly meeting 
during which past performances are 
being reviewed. 


By evaluating the variances in per 
cent, as shown in the form reproduced 
in Figure 2, it is possible to provide each 
executive and each supervisor with a 
clear measurement of: 


—the ability of management to budget, 
as shown by the per cent variance be- 
tween original budget and revised 
budget (column 9, Figure 2). 

—the ability of the supervisor specifi- 
cally concerned with the decentralized 
expense accounts (listed in column 1 
of Figure 2) to stick to the budget that 
he had himself requested just the 
month before (variances in column 3 
and column 6—Figure 2). 

—the probable impact of past actual 
performances and of now expected te- 
visions upon the originally planned 
profit-and-loss statement for the 
whole year. In the form intended for 
top management and listing in col- 
umn 1 the expense accounts of the 
P&L statement, this impact appears in 
the variance shown by column 9— 
Figure 2. 


The need for a monthly revision is 
fully justified by the fact that sales fore- 
casting and expense forecasting should 
be expected to be reasonably accurate 

(Continued on page 508) 


® Sord and Welsch, op. cit., Table 66, p. 224. 

* For a full study of this accounting problem 
see Welsch, G. A., Budgeting: Profit-Planning 
and Control, Prentice-Hall, Inc., 1957, pp. 127- 
135; also Villers, R., The Dynamics of Indus- 
trial Management, Funk and Wagnalls Co, 
1954, pp. 237-240. 
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“Ever since the department got those new 
BURROUGHS Calculators, every (1X 


sales analysis has been finished 


pronto. The girls say they're crazy abun the 


and simplicity of the machines. 


|»? 


I like the price! 


There’s a Burroughs Calculator just right for your high-volume 
figuring. Call our nearest branch for a demonstration or write 


Burroughs Corporation, Burroughs Division, Detroit 32, Michigan. 
Burroughs—TM 
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HOW FAST? 


New bank plan converts sales dollars 
into working dollars up to five days sooner 


Today, top business concerns are using 
the Lock Box Collection Plan to increase 
working capital, eliminate duplicate work 
and reduce borrowing requirements. 


This plan also has helped improve in- 
ternal auditing procedures, reduce peaks 
and valleys in office work, identify firms 
with areas where they sell, reduce credit 
exposure, and make it possible for present 
personnel to handle increased sales. 


Now, The C&S offers a report — the 
only one of its kind known—written by 
top commercial service officers of the 


Southeast’s most comprehensive bank, 
with one idea in mind: to help business 
firms measure the usefulness of this plan 
and establish such plans for themselves. 

The report is based on a 7-month study 
of firms selling all types of products and 
services in all parts of the United States. 
Many treasurers, bankers, sales managers 
and others have helped edit this study to 
make it clear, concise and unbiased. 

If your firm wants to turn its sales dol- 
lars into cash-in-the-bank faster than ever 
before, ask for this report. It is yours 
without cost. Use the coupon below. 


Now C&S provides 24-hour transit service. Your checks are 
collected around the clock, further reducing collection time up to 
a day or more. The first such service available in Atlanta. 


y fe Lock Box Collection Plan... 


(DERWECOMMENTS from firms and banks that have seen the preliminary draft: 


iks fl “Best and only thing of its kind.” 
n toba®"—helped us establish our plan 


weeks sooner than we thought ments of our firm.” 


possible.”’ 


rs J “itis the only unbiased report on 


gw ‘Wish we could have had this 
study when we first took on our 


@ “invaluable ...it answered many 
questions of people in other depart- 
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Please send your 14-page study of The Lock Box Collection Plan 








ago 11,8 YORK: 500 Fifth Avenue, New York 36, New York Firm 


Street Address 





City 














Within Bounds 


Dr. Harry J. Johnson 


preps the vitality and future growth 
of a company by preserving the phys- 
ical vigor of its executives is a sound 
business procedure, but there is a prac- 
tical limit to the justifiable cost of such 
a program both in out-of-pocket money 
and in the executives’ time away from 
the office. 

The intent behind some of the more 
elaborate executive health programs is 
beyond reproach. Actually, these pro- 
grams are the result of overenthusiasm 
on the part of a management whose 
philosophy is to provide the most ex- 
haustive examination available. It is a 
kind of shotgun approach which seems 
justified on the grounds that it is indus- 
try’s duty to protect the executives’ 
health at any cost. Based on experience 
over the past several years, these elabo- 
rate services can no longer be justified. 

The cost of an executive health pro- 
gram starts, of course, with the exam- 
ination fee. Theoretically, there is al- 
most no limit to the number of tests for 
diagnosis that can be included in an ex- 
ecutive’s annual check-up. From a real- 
istic standpoint, though, even the most 
exhaustive and time-consuming exam- 





HARRY J. JOHNSON, M.D., F.A.C.P. (Harvard Medical 
School 1930), has been medical director of the Life Extension 
Examiners, New York, for the past 25 years and president 
of their Foundation since 1953. A former assistant professor 
of Clinical Medicine at Postgraduate Medical School, Colum- 
bia University, for more than 10 years, he has had exten- 
sive experience in clinical and preventive medicine. At 
present he is senior attending physician, French Hospital, 
New York, as well as health advisor to industry’s executives 
and medical counsel to many industrial retirement boards. 


THE CONTROLLER..... Fete hits 


Keep the Cost of 
Your Executive Health Program 


ination has its limitations for none can 
give absolute assurance of the nonexist- 
ence of disease. The philosophy of in- 
cluding vast numbers of tests of limited 
practical value merely for completeness’ 
sake is extravagant and indefensible. 

Hidden costs many times far exceed 
this base examination charge. Under 
some company plans, the executive must 
travel a considerable distance to take his 
check-up at a centrally located clinic. 
Once there, he usually stays several days. 
Travel and lodging add to the cost, not 
to mention a certain efficiency loss in his 
absence among the group or in the de- 
partment which he directs. 

At a time when management is care- 
fully scrutinizing every expenditure, ex- 
ecutive health programs should not be 
excused. Health programs play a very 
useful and important role in today’s 
business world, but, like any other busi- 
ness function, they must be kept in per- 
spective. 

Here, based on Life Extension’s 45- 
year history and over two and one half 
million examinations, are practical sug- 
gestions to help you objectively review 
your company’s executive health pro- 
gram: 
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Expert advice on how 

to check the health of 
your executives—and 
how much it should cost 


First, hospitalizing the executive is 
neither necessary nor justifiable in the 
course of completing annual examina- 
tions. There is no routine diagnostic 
procedure which cannot be done on an 
out-patient basis. At the present time 
there is a serious shortage of hospital 
beds. Sick people should not be denied 
these necessary accommodations in def- 
erence to a well executive for whom 
they serve merely as a convenience. 

Secondly, there is no need to devote 
three or four days to routine examina- 
tion procedures. Obviously, it is poor 
economy to sacrifice needed tests in or- 
der to save time and money, but a well- 
organized clinic can complete all essen- 
tial elements of the examination in the 
course of one day. 

And finally, the cost of a comprehen- 
sive executive health examination should 
not, with but few exceptions, exceed 
$125. There are varying opinions as to 
what a good annual check-up should in- 
clude. 


Life Extension has based its execu- 
tive services on a careful study of many 
thousands of examinations each year. An 
optimum and practical check-up should 
include routinely a concise medical his- 
tory of the executive; a careful head- 
to-toe physical examination; a 12-lead 
electrocardiogram ; a sigmoidoscopic ex- 
amination (instrumental examination of 
the bowel); blood chemistries (choles- 
terol, sugar and urea nitrogen); chest 
x-ray; gastro-intestinal x-ray series; and, 
in addition, any x-ray or laboratory tests 
indicated by present symptoms or past 
history. 

Furthermore, the executive’s health 
service should very definitely include a 
consultation for a discussion of the find- 
ings of his examination. At this time his 
living habits should be reviewed and 
practical suggestions made for necessary 
changes in his diet and exercise routines. 


(Continued on page 486) 
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The Cost Crisis 


Costs, rather than demand, 


determine today’s prices—and profits. 


If you’re a medium-sized manufacturer, 


here’s a way to improve your cost picture from within 


Today, economists are confirming what many 
businessmen have long suspected. Prices, they 
say, no longer rise and fall with the demand for 
a product. Instead, they’re solidly tied to a com- 
pany’s costs — the generally rising, almost in- 


flexible costs of labor, raw materials, sales. 


Who suffers from the change? Not the larger 
corporations. They’re the ones who set the 
prices — set them on their own more workable 
cost structures. It’s the small and medium- 
sized manufacturer who feels it most. For one 
thing, he hasn’t the capacity, or the cash, to buy 
in volume. For another, his very size limits the 
latitude of his operations . . . allows but little 
room to absorb today’s added costs and still 


protect his smaller profit margin. 


Caught in this dilemna, many businessmen are 
searching for a way to improve their cost pic- 
ture and to hold, or increase, their profits. 
What’s needed, they agree, is a system of 
modern management control. But how do you 


get it without undue cost and complexity? 


The answer is with new Keysort machines and 


methods. 


Keysort gives you fast, accurate reports in 
such areas as sales and order analysis, labor 
distribution, work-in-process, inventory, job 
costing...helps you spot money-losing situations 
fast. Thus, with Keysort, you can better deter- 
mine labor and material requirements, step up 
the rate of inventory turnover, tighten costs, 


concentrate on known high-profit products. 


Best of all, Keysort is remarkably simple. Basic 
information on Keysort cards is mechanically 
created with the Keysort Data Punch for fast, 
easy classification. Complete and automatic 
processing is provided by the Keysort Tabu- 
lating Punch which punches, adds and totals 
quantities and amounts. ‘Original records can 
now be processed automatically to produce 
desired management reports—on time. Without 
disrupting present procedures. Without 


specialized personnel. And at lowest dollar cost. 


Contact your nearby Royal M°Bee Data 
Processing Representative, or write Royal 
M°Bee Corporation, Data Processing Division, 
Port Chester, New York for illustrated 
brochure CC-7. 


ROYAL MCBEE - daa processing division 


NEW CONCEPTS 





IN PRACTICAL OFFICE AUTOMATION 














MACHINE ACCOUNTING 


AND . 


DATA PROCESSING 


® Punched Card 
and Punched Tape 
Equipment and Methods 


® Integrated and Electronic 
Data Processing 









a UNC: 2 i 
Systems and Procedure ‘ores "cre cy f 





Analysis and Techniques 


® Business Computers 
—Feasibility Studies 


® Operations Research and 
related Management Tools 


This is a highly practical magazine. It gives you workable 
ideas and methods which you can use now . . . plus insight to 
the future. 

Latest developments and editorial views on all phases of 
the field commonly referred to as data processing or office 
automation are reported concisely and completely. Particular 
attention is given to the application of ideas to existing methods. 


IN COUPON AND MAIL TODAY --------— 


GILLE ASSOCIATES, INC. 
956 MACCABEES BUILDING 
DETROIT 2, MICHIGAN 


Send for FREE Charter Issue 
off the press in October 


Simply send your name and address today to receive your FREE 
charter issue. This will also entitle you to subscribe if you choose 
at the charter rate of $6.50 per year (saves you $1.00). 














Name Title 
Please Print 

Company 

Address 

City Zone State 





For additional free charter issues for others in your company 
simply send their names and addresses on separate sheet. 













Finally, a complete written report should 
be furnished the executive so that he 
may submit it, if he wishes, to his fam. 
ily doctor. All x-ray films should be 
made available to the family physician 
at the patient’s request. 

In advising various diagnostic proce- 
dures as a routine part of the annual 
health examination, consideration should 
be given to the physical discomfort and 
unpleasantness caused the patient. As an 
example, executives have stated that they 
would sooner forego the benefit of the 
entire service rather than submit to a 
routine colon x-ray. This involves castor 
oil preparation the evening before, a 
sleepless night, the unpleasantness of 
the rectal installation of the barium, the 
uncomfortable and sometimes painful 
palpation of the abdomen by the radi- 
ologist, thanks to his lead-lined gloves, 
and then another day or more of diff- 
culty eliminating the last of the barium. 
In the absence of symptoms, this proce- 
dure cannot be justified on a routine 
basis each year when the great infre- 
quency of significant positive findings 
and the discomfort of the patient are 
both considered. 

We must be practical if we expect to 
get the continued cooperation of both 
management and the individual in a 
health conservation program. The cost 
to the company in money and time must 
be reasonable; the diagnostic procedures 
must be carried out with a minimum of 
discomfort, in an atmosphere of cheer- 
fulness and optimism so that the experi- 
ence will be pleasant, beneficial and re- 
assuring. If we are not mindful of these 
factors, preventive medicine may be 
denied its most useful and fruitful pro- 
cedure, the annual health examination. 


Return on Capital Seminars 


The National Association of Account- 
ants has scheduled two seminar meetings 
on the return on capital concept for plan- 
ning and appraisal to be offered October 
16-17 at the Barbizon-Plaza, New York 
City, and October 23-24 at the Hotel 
Statler, St. Louis, Mo. A series of concur- 
rent sessions for groups of 20 participants 
having similar interests and backgrounds 
will meet for organized discussion and ex- 
change of viewpoints, experiences and 
practices relating to the seminar subject. 





Administrative Assistant 
An excellent opportunity for ex- 
perienced person to associate with 
multi-plant corp. Must be qualified 
with approximately 10 years of ad- 
ministrative background. Resource- 
ful, able to take responsibility, with 
promise for rapid promotion to ex- 
ecutive post. State full history first 
letter. Salary open. 

Box #D2343 
THE CONTROLLER 
2 Park Ave., New York 16, N. Y. 
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Biggest news in 10 years of business data processing! 





Only DATAmatic 1000 with 
ORTHOTRONIC CONTROL 
re-ereates lost or damaged data 

instantaneously... 
without human aid, without reprocessing 
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Today, all modern computers feature elaborate cation. It eliminates unproductive machine time, 
self-checking systems which detect errors before they vastly multiplying the economic advantages already 
can slip through. But correction of these errors takes enjoyed by users of DATAmatic 1000. 
time. Along with such exclusive features as “frequency 

Only DATAmatic 1000 with ORTHOTRONIC CON- modulation” recording, 3-inch wide magnetic tape, 
TROL can now detect and correct these errors auto- multi-tape searching modes and dozens of other 
matically in 1/20th of a second. scientific firsts, ORTHOTRONIC CONTROL enables 

This seemingly impossible achievement is the DATAmatic 1000 to set still higher standards of 
latest contribution of Honeywell research, a force performance in terms of processing speed, capacity, 
which has already rocketed DATAmatic 1000 many reliability and versatility. 
years ahead in business data processing. If your company is considering an electronic data 

Coupled with DATAmatic 1000’s acknowledged processing system, don’t make a move until you’ve 
superiority in every aspect of reliability, ORTHO- investigated DATAmatic 1000 with ORTHOTRONIC 
TRONIC CONTROL now insures uninterrupted accuracy CONTROL. 


throughout the processing cycle. Information which 
has been lost or damaged by any cause whatsoever 
is literally re-created in its original, correct form. 
Where other systems would stop and “ask” for 
human assistance, ORTHOTRONIC CONTROL takes over, 


does what needs to be done and keeps DATAmatic Honeywell 


1000 humming right along at record-breaking speeds. 


This self-correcting ability has an obvious impact iH] DATAmatic 
on the profit potential of any data processing appli- ELECTRONIC DATA PROCESSING 


Write for technical bulletin and full details. DATA- 
matic Division, Dept. C-10, Newton Highlands 61, 
Massachusetts. 
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FACTUAL 
APPRAISALS 


for every valuation need 


@ Insurance — coverage 


and proof of loss 





@ Property, cost and 
general accounting 








@ Corporation finance 








@ Legal requirements 








@ Purchase or sale 











or consolidation 


THE LLOYD -THOMAS co. 


Recognized Appraisal Authorities 


4411 Ravenswood Ave., Chicago 40, Ill. 


Offices — Coast to Coast 


First for Factual Appraisals Since 1910 





Reorganization, merger 








Reduce COSTS 


through accounting 
controls and ideas 


in marketing, labor, factory expenses, 
inventory, returned goods, sales- 
men’s costs, sales mixture, office 
management, fuller use of plant and 
machines. 


PROFIT 


ANALYSIS 





SUPPLEMENT 


by 


Frederick M. Eisner, C.P.A. 


A new, complete and thoroughly tested system 
of Distribution Cost Accounting illustrated and 
explained. Discover which products are profit- 
able, which are not. Do selling prices cover 
only such costs and services which apply to 
particular classes of customers? 





PROFIT ANALYSIS, 364 pages ................ $10.00 
SUPPLEMENT, 190 pages .00 
SPECIAL COMBINATION OFFER — 

Both books postpaid ........ ....$12.50 











10 Day-Money-Back Guarantee 


CHARLES M. EISNER 


Dept. C-70 Linda Ave., White Plains, N. Y. 
























ACCOUNTS RECEIVABLE AND INVENTORY FINANCING*# 
By Walter S. Seidman 





af 


Reviewed by ANDREW B. PUGH 
Controller 

Bankers Commercial Company 

New York 


In pages this book contains approxi- 
mately 10% general information on 
financing, 65% specialized information 
on financing of accounts receivables and 
inventory and 25% sample forms pres- 
ently in use in connection with this spe- 
cialized type of financing. 

I agree with the Masterco Press that 
this is the most comprehensive volume 
yet published on the mechanics and 
practices in current use in connection 
with financing of accounts receivables 
and inventories. The author goes into 
the reasons and costs and, to a more 
considerable degree, the legal complica- 
tions and forms with which the method 
of financing is concerned. He also 
touches on old line factor and general 
instalment financing. 

Since Mr. Seidman has been an active 
participant in the commercial financing 
field for twenty years and active in the 
National Commercial Financing Con- 
ference, an association of finance com- 
panies doing commercial financing, he 
is particularly well versed in the oper- 
ational and legal intricacies of the type 
of financing described in the subject of 
his book. 

The contents of the book is apparent 
from the chapter headings and the num- 


* Published by Masterco Press, Ann Arbor, 
Michigan. $4.75. 





ber of pages in each chapter: 





Chapter No. of Pages 
Finance Companies and Factors 17 
Accounts Receivable Financing 42 
The Old Line Factor 9 
Drop-Shipment Financing 6 
Inventory Loans 40 
Import and Export Financing 14 
Instalment Sales Financing 20 


Appendix (Forms) 


It is readily apparent that the author 
in volume of pages is emphasizing ac- 
counts receivable and inventory financing. 

In my opinion this book would inter- 
est particularly: 


(a) Those in the specialized field of 
Accounts Receivable and Inventory Fi- 
nancing. 

(b) Those studying this type of f- 
nancing academically. 

(c) Those interested in using this type 
of financing. 

(d) Auditors or accountants with cli- 
ents in this field. 

(e) Junior executives in the accounts 
receivable field—for whom this book 
would be an excellent operating manual. 


Being of a more technical nature this 
book would probably not be of interest 
to others than those outlined above. 

The subsections of the chapters of 
this book could, I believe, be arranged 
in a more natural or chronological or- 
der. Also by numbering each subsec- 
tion the reader could follow the text 
in a more understanding fashion. The 
amount of “legal” phraseology could 
perhaps be reduced and contents clari- 
fied or simplified. Had the publisher 
used a larger type the book would be 
more readable. 

In the chapter on sales finance compa- 
nies the author has not given sufficient 
importance to the tremendous eco- 
nomic impact of instalment selling. Mass 
production generated by the instalment 
system has permitted prices to be te- 
duced Pet cers below the price buy- 

(Continued on page 490) 
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Get sharp, clean copies 


Why waste time cutting stencils? When there are rush 
reports to get out, just type, write, draw, or trace your 
copy on a clean, white Ditto Master. Attach it to a new 
Ditto duplicator, and in one minute you’ll have up to 
120 sharp, clean copies in one to five colors. Your timely 
reports reach your office and sales staff in record time. 
Everybody’s instantly informed of important changes 
and developments. 

New Ditto duplicators take varying weights of paper 
and card stock; sheet sizes from 3” x 5” to 9” x 14”. 
Masters produce more than 300 perfect copies. For free 
Ditto demonstration, mail coupon. 


Q) prrro. 











Choose from a complete line of Ditto Duplicators—to 
simplify paper work .. . to speed up communications! 








Ditto, Inc., 6844 N. McCormick Rd., Chicago 45, Ill. 

Ditto of Canada, Ltd. Toronto, Ontario 

Ditto (Britain) Ltd. London, England 
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ers might have had to pay—even includ- 
ing the highest of finance charges. 

One of the most important aspects of 
finance companies, only lightly covered 
by the author, is the use of borrowed 
funds by finance companies. The author 
mentions borrowing funds at one and 
one-half times the invested capital. Many 
of the largest finance companies are bor- 
rowing funds at five and six times their 
invested capital. In fact the largest fi- 
nance company now has borrowed funds 
almost thirteen times the amount of its 
invested capital. These high borrowing 
ratios in recent years have had consider- 
able effect on growth, competition, fi- 
nance rates and capital returns. 


BUSINESS BUDGETING: A 
Survey of Management Planning 
and Control Practices* 


By Dr. Burnard H. Sord 
and Dr. Glenn A. Welsch 


Participation is the key to effective 
preparation and use of budgets as a man- 
agement tool, according to a survey of 
424 selected companies completed by 
Controllership Foundation, the research 
arm of Controllers Institute of America. 
Both in establishing specific objectives 
and in developing standards of per- 
formance, the survey results disclose it is 
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on Data-Processing? 
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Did you know that any company—large or 
small—can take advantage of modern data- 
processing methods to cut costs on clerical 


operations like these? 


STATISTICAL provides a service that combines 
automatic procedures with the latest comput- 
ing and tabulating equipment to give you all 
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the reports you need. You get them faster, 
more accurately and at lower cost—without investing in additional man- 


power and equipment. 


_ If you have a tabulating department, sTATISTICAL can help you cut costs in 
handling your overloads, retrenchments, conversions and special assignments. 


Just contact our nearest office. 


STATISTICAL 
facilities now include the 
IBM 650 electronic com- 
puter which opens new 
avenues of cost control to 
management. 
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important to have participation by those 
who are responsible for performance, 

“Active participation by all levels of 
management is fundamental to the suc. 
cess of the budget program,” the Foun. 
dation’s report declares, citing three 
reasons which emerged from its inves. 
tigation of corporate budgeting prac. 
tice: (1) Participation tends to gain 
acceptance of the objectives and stand. 
ards; (2) it tends to create a clearer 
understanding of responsibilities for 
performance; and (3) the practice is 
conducive to better relations between 
line and staff personnel, as well as be- 
tween various levels of management. 

Other factors which contribute to 
budgeting success are outlined in the 
366-page report prepared for the Foun- 
dation by two faculty members of the 
College of Business Administration, Uni- 
versity of Texas—Dr. Sord, assistant 
professor of management, and Dr. 
Welsch, professor of accounting. A vital 
requirement is top management sup- 
port. The authors observe, “It is im- 
portant that final approval of profit 
plans come from top management, since 
all the resources and personnel of a 
business should be coordinated toward 
profit objectives. Only top management 
support can effect over-all coordination 
of the entire organization. Top man- 
agement approval gives emphasis, back- 
ing and support to the budget goals and 
objectives, thereby enlisting active sup- 
port and serious consideration through- 
out the firm.” 

While the chief executive bears ulti- 
mate responsibility for the budget pro- 
gram, much of the supervisory work in 
connection with it must be delegated to 
the controller or budget director. The 
duties so assigned include the following: 


1. Recommending budget or profit- 
planning policies and procedures to top 
management ; 

2. Coordinating preparation of budg- 
ets; 

3. Providing staff assistance to man- 
agement in budget making; 

4, Screening budgets of major de- 
partments and consolidating them into 
a master budget or profit plan; 

5. Evaluating the adequacy of such 
activities budgets and communicating 
the evaluation to management ; 

6. Designing forms, reports and sched- 
ules for the budget program; 

7. Supervising and coordinating the 
budget reporting procedures; and _ 

8. Analyzing and interpreting signif- 
cant variations from budget. 


In addition, the controller or treas- 
urer is sometimes assigned responsibility 
for developing the objectives for capi- 

(Continued on page 492) 


* Published by Controllership Foundation, 
Inc., Two Park Avenue, New York 16, N. Y. 
$12.50. 
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What happens when...‘"V2 and Ya people’ are born? 


Scene: An American Business office. 

Systems and procedures people today recognize a grow- 
ing phenomenon in the American business office. It is 
a problem of their own creation prompted by the desire 
for more efficient operation. It is the problem of 
“ly and 14 people”. 

Action: A new costly computer is installed (Releas- 
ing many “14 and 4 people” from their usual work. ) 
Reaction: Old-Fashioned Management thinks in terms 
of firing these released “2 and 14 people” — to 


"Traveletter’’ Reg. U.S. Pat Off. 


justify the cost of installation. But — Modern Manage- 


ment sees the fallacy of this reactionary reasoning. 
They recognize that amy more efficient machine cr 
system can, and does, result in a net saving. 
Suggestion: If you would like to create some “1/2 and 
4 people” in your company, investigate Traveletter®. 
Here’s what The Traveletter System does: 

1. Eliminates preparation and mailing of expense checks. 
2. Streamlines expense report procedure. 


3. Simplifies banking procedures. 
4, Substantiates travelers’ reports for I.R.S. purposes. 


Traveletter’ 


The Modern System for handling 
Sales Expenses... Since 1894 


Meet us at our booth at The Convention 


Descriptive Brochure on Request. 


TRAVELETTER CORPORATION 


e GREENWICH 2, CONNECTICUT 
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THESE RECORDS 
IN RECORD TIME... 





... to spot trends, make management decisions 
to meet today’s fierce competition. You can 
depend on R & S Automatic Data Processing 
services for up-to-the-minute reports on any 


out work requiring special equipment more 
rapidly, because we have machines of every 
type, and depth of manpower to absorb data 
processing work in any volume. 


or all facets of your operations—no costly de- 


lays to distort and confuse the overall picture. 


Cost? for the small to medium size com- 
pany, lower than running your own D-P de- 
partment, and, faster compilation and validity 
of work are both assured. For the larger com- 
pany with a fully integrated D-P set-up, we 
can handle overloads at peak periods, or turn 


We especially recommend investigation 
of our services by those companies who are 
considering expansion or system change in 
present data processing methods—chances are 
good that we can save you both time and 
money. For any company, large or small, it 
costs nothing to talk with us — estimates with- 
out charge or obligation. 


Telephone, or write Dept. C-10 at any of the offices listed. 


RECORDING & STATISTICAL 


NATION-WIDE 


NEW YORK: 
BOSTON: 
CHICAGO: 

SAN FRANCISCO: 
MONTREAL: 
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CORPORATION 


SERVICE 


100 SIXTH AVENUE, NEW YORK 13, N. Y. WOrth 6-2700 

566 ATLANTIC AVENUE, BOSTON, MASS. Liberty 2-5365 

223 WEST JACKSON BOULEVARD, CHICAGO 6, ILL. HArrison 7-7357 
560 SACRAMENTO STREET, SAN FRANCISCO 11, CAL. EXbrook 2-434] 
407 McGILL STREET, MONTREAL, CANADA. Plateau 3831 

439 WELLINGTON STREET, WEST, TORONTO, CANADA. EMpire 3-4951 











tal expenditures, purchases, return op 
capital employed, and credit and collec. 
tions. 

“One of the major weaknesses exist. 
ing in profit planning concerned the 
inability of the budget staff to obtain 
line participation in developing budg. 
ets,” the report points out. “There js , 
notable tendency on the part of line 
people, in some cases, to relinquish line 
budget responsibilities to the budget 
staff, not wishing to be bothered with 
them. Correction of the condition ip. 
volves the education of management, 
especially at lower-management levels, 
in the importance and use of planning 
and control tools. Educational programs 
must be accepted, and participated in, 
by line supervisors. Staff direction and 
assistance in educational programs also 
are essential.” 

Sales forecasting is the ‘“‘most diffi. 
cult task in profit planning” according 
to the volume, which explains that 
“many company executives readily ad- 
mitted that they are not always able to 
estimate total sales volume with suff- 
cient confidence. However, they find it 
even harder to estimate the sales of spe- 
cific products or specific sales areas, 
Many executives stated that actual total 
sales are often within 5 per cent of the 
total originally budgeted, whereas ac- 
tual sales of specific products or areas 
often deviate by as much as 25 per cent 
from budgeted sales. This condition 
does not appear to be peculiar to any 
particular type or size of business.” 

The researchers, who covered 35 com- 
panies with personal interviews and 389 
by mail questionnaire, also discovered 
concern, at all levels of management, 
pertaining to standards. One problem 
relates to the difficulties involved in es- 
tablishing realistic standards of per 
formance, the second to the need for 
flexible expense standards. 

“The dangers of rigidity in expense 
control were well recognized by the ex- 
ecutives interviewed,” the report de- 
clared. “Recognition of the problem 
was also reflected in the techniques em- 
ployed which take into account the effect 
on costs of varying levels of activity. To 
achieve realistic expense control, the ef- 
fect of volume or activity on expenses 
would be recognized. Obviously, it is 
ineffective to compare actual expenses, 
of a variable nature, incurred at one 
level of activity with budget expenses 
based on another level of activity. The 
flexible or variable expense budget is an 
effective technique that may be utilized 
to related expense standards to various 
levels of activity or volume in a depatt- 
ment or cost center.” 

An extremely high percentage of 
companies which compare actual results 
with planned objectives was revealed by 


the survey. Of the 424 companies. 


studied, 93 per cent use periodic sales 
reports; 92 per cent, periodic profit re- 
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orts; 85 per cent, periodic distribution 
expense reports; 82 per cent, periodic 
factory overhead (burden) expense re- 

orts; 72 per cent, periodic reports of 
cash position. 

In keeping with this, the findings 
show that management generally ex- 
pects significant deviations from stand- 
ards or budgets to be investigated 

romptly and corrective action taken. Of 
the 366 firms responding on this point, 
52 per cent require a written explana- 
tion of the causes of significant devia- 
tions; 36 per cent require an indication 
of the corrective action taken, and 66 
per cent require a discussion of the de- 
viation with the immediate supervisor. 

“Action designed to correct the causes 
of significant deviations from standards 
or budgets must follow lines of author- 
ity and responsibility,” the authors ad- 
vise. “Supervisors of organizational 
units are responsible for the perform- 
ance of the units; if someone other than 
the supervisor takes the action, dual re- 
sponsibility is created. Staff personnel 
should not give direct orders to line per- 
sonnel. 

“Corrective action in connection with 
deviations from planned objectives is 
dependent upon (1) an accurate deter- 
mination of the sources and causes of 
the deviations and (2) timely action 
once the sources and causes have been 
determined. All executive and super- 
visory levels must exercise a definite 
follow-up function to insure that in- 
vestigation of the causes of significant 
deviations is thorough and accurate, 
and to ascertain that suitable corrective 
action has been taken.” 
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DATA PROCESSING SYSTE]I 


e First of IBM’s line of fully transistorized data processing systems is the new IBM 701 
most powerful and completely balanced system in the medium-scale computer field. 

bines, for the first time in a solid-state system, higher storage capacity, faster com 
speeds, new high-speed input-output units and a complete programming system. Iw 
the IBM 7070 gives more performance per dollar than any system in its class. | 


The SYSTEM: Transistor design lowers initial cost, minimizes cooling 
power and maintenance needs. “Building block” design grows as you grow. 
Other exciting features: IBM 7070 “reads,” “writes,” computes simultane- 
ously; provides “automatic priority processing” for most economical use 
of system time. Ninety-nine built-in indexing words—more than in any 
other system—mean fewer operating instructions, faster, simpler pro- 
gramming. RAMAC® files provide immediate access to data. 


The SERVICE: Unmatched IBM systems know-how is part of every 
IBM 7070 “package.” From education of your personnel to top-notch 
service engineering, from program planning to testing—IBM men and 
methods stand by you to assure profitable operation as fast as possible. 
In addition, with the IBM 7070 you will receive a library of advanced 
programs at no extra cost! 


The SAVINGS: Major design breakthroughs make possible lower lease 
or purchase prices, lower operating costs. For example, the IBM 7070 
will sort at least 30% more economically than other computers. And 
equally important are the savings you make through added efficiency and 
more complete management information with the IBM 7070. 








M 7 
field, 
r CO 
om. In 








UM 








% 








ic 









































a 5. 
} 
$ : i 
& 
: 
) +3 
re 
e274 
: : . 
‘aii 4 ‘ 
| \ 
; ' 
ti | 
7 f 
ss . 
i 
228 a, 
t ' 
# 4 
a 





For further information, call your local IBM 
representative. Ask for free booklet, “IBM 7070.” 
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poration, 590 Madison Avenue, New York 22, N. Y. 
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New York City vrrer vert 


Officers of Controllership Foundation, 
research arm of Controllers Institute of 
America, discuss new study. John V. van 
Pelt III, controller, Vulcan Materials 
Company, Birmingham, Ala., (left) is 
vice president of the Foundation and 
chairman of its Executive Committee and 
Robert L. Dickson, administrative vice 
president, Walter Kidde & Co., Inc., 
Belleville, N. J., (right) is the newly 
elected president of the Foundation. 





New studies scheduled for release by 
the Foundation include: The Corporate 
Controller: A Profile; a series of studies 
on records retention requirements of the 
United States Federal Government and 
Canadian requirements; the Supervisor's 
Role in Business Budgeting; and Business 
Experience with Electronic Computers. 


| LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 





ABOVE RIGHT 


Following a recent meeting of the 
Board of Directors of Controllers Insti- 
tute, the newly elected president of the 
Institute, J. McCall Hughes, vice presi- 
dent and controller, Mutual of New York, 
and the retiring board chairman, D. E. 
Browne, vice president-finance and con- 
troller, Lockheed Aircraft Corporation, 
met with the newly elected regional vice 
presidents to discuss plans for the 1958-59 
fiscal year. 

(Left to right) L. Keith Goodrich, 
vice president and treasurer, McGraw-Hill 
Publishing Co., Inc., New York, and vice 
president, Region II; Dudley -E. Browne, 
immediate past Board chairman of the 
Institute; C. C. Lay, treasurer, the Whe- 






















land Company, Chattanooga, Tenn., and 
vice president, Region V; Eric L. Hamil- 
ton, vice president, Canadian Industries, 
Limited, Montreal, Quebec, Canada, and 
vice president, Region I; J. McCall 
Hughes, Institute president; John C. 
Shea, vice president, Whitney National 
Bank of New Orleans, and vice presi- 
dent, Region IX; John H. Reid, presi- 
dent, Standard Paving & Materials Ltd., 
Toronto, Ontario, Canada, and vice presi- 
dent, Region IV. 

Also E. W. Weston, secretary and treas- 
urer, the Weston Paper and Manufactur- 
ing Co., Dayton, Ohio, and vice president, 
Region VII; Earl R. Uhlig, vice presi- 
dent-finance and controller, the Martin 
Company, Baltimore, Md., and vice presi- 
dent, Region III; Eugene P. Heiles, vice 
president and controller, Surface Combus- 
tion Corp., Toledo, Ohio, and vice presi- 
dent, Region VI; and John O. Yeasting, 
vice president-finance, Boeing Airplane 
Company, Seattle, Washington, and vice 
president, Region X. 


LOWER LEFT 


The program of the National Commit- 
tee on Education of Controllers Institute, 
in recruiting students into corporate ac- 
counting, was recognized recently by the 
American Society of Association Execu- 
tives as “having rendered outstanding 
service to the industry which it represents 
as well as to the American public.” 

Shown accepting the ASAE award on 
behalf of Controllers Institute (/eft) is 
Paul Haase, managing director. Kenneth 
B. Andersen (right), president, American 
Society of Association Executives, made 
the presentation at the annual conference 
of ASAE. 
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lated to their own field of business—and 
other classes such as size of company or 
type of organizational unit, etc. 

Because of interest in such classifica- 
tions and for valid analytical reasons there- 
for, the basic pattern of industry repre- 
sentation is set forth in Table 7 and, 
where such classification is significant and 
likely to be of interest to readers, data on 
various questions about the controller will 
be presented by basic categories of busi- 
ness. 

It is clear from Table 7 (and this re- 
flects the pattern of Institute membership) 
that this is pre-eminently a study of con- 
trollers of manufacturing and general 
processing firms. The public utilities, 
transport and communications field ranks 
next in importance. This is undoubtedly 
because there are a great many more firms 





The Corporate Controller (consinued jrom page 470) 


operative in the general manufacturing 


and processing field of business than in | 


public utilities, even when broadly defined 
as here. The somewhat lighter representa- 
tion in the banking-finance, construction- 
extractive, and 
distribution fields reflects similar propor- 
tionate representation in Controllers Insti- 
tute membership. This may be explained 
in part by the existence of special organi- 


zations for controllers in those fields, v7z., | 
National Association of Bank Auditors | 


and Comptrollers, Controllers Congress of 


the National Retail Merchants Associa- | 
tion; another factor may be the criteria | 


relating to size of company which are part 
of the eligibility standards for member- 


ship in the Institute. For example, there | 


are a great many small firms in the con- 


struction field and quite a number in cer- | 


(Continued on page 498) 


TABLE 7 


RESPONDENT CONTROL EXECUTIVES BY FIELDS OF BUSINESS 
AND TYPE OF EMPLOYING ORGANIZATION 




















Number of Respondents Per Cent of Respondents 
Who Are With: Who Are With: 
Independent, Division, Independent, Division, 
Parent, or Branch, Parent, or Branch 
Subsidiary Plant, or Subsidiary Plant, or 
Company Works’ Company Works 
Eelds of Business Total iu » 2 Offices Total Headquarters Cc - 
Total Reporting Company's 4 
Primary Field of Business 2428 2274 154 100% 100% 100% 
Manufacturing and Processing 1617 1479 138 66.7 65.1 89.6 
Banking, Finance, Insurance, 
Business Services 163 161 6. 1 z. 
Public Utilities, Transporta- 
tion, Communications 202 197 8. 3 
Construction, Extractive, and 
Related Refining, Processing 181 180 7.9 a) 
Wholesale and Retail Distribu- 
tion 187 183 4 8.1 2.6 
All Other 78 Ty 4 33 3.2 2.6 


GEOGRAPHIC DISTRIBUTION OF ALL RESPONDENTS 
IN CONTROLLER JOB CATEGORIES 


By Type of Affiliated Organizational Unit 





























Number of Respondents Per Cent of Respondents 
Who Are With: Who Are With: 
Independent, Division, Independent, Divisior 
Parent, or Branch, Parent, or 
Subsidiary Plant, or Subsidiary 
Regional Locations of Company Works Company 
Total Reporting 
Business Location 2416 2263 153 100% 100% 100% 
Sub-Total: 

Continental United States 2309 2156 153 95.6 95.3 10 
Northeast 1528 1436 92 63.2 63.5 0 
West North Central 183 180 7.6 8.0 2 
Southwest 170 159 il 7.0 742 
West South Central 161 156 6 6.9 3 
Pacific and Mountain States 267 225 42 L 9.9 27.4 
Canada 97 97 - 4.0 4.3 - 
All Other 10 10 - 0.4 0.4 - 

Summary of Responss 
Location Not Reported R u 1 100k xxx aes 
Total Respondents 2428 2274 154 x xxx —_ 
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in the wholesale-retail | 
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Are you taking 


a second look 


at depreciation? 


More than 20 years of continued inflation 
have caused many firms to ask themselves 
whether their present depreciation policies 
are suited to today’s requirements. 

A report by The American Appraisal 
Company will provide up-to-date informa- 


tion about the existence, current value, cost 
and life expectancy of assets. Such informa- 
tion can be used to study the present depre- 
ciation practices and may also create the 
basis for improving them. 


Since 1896...LEADER IN PROPERTY VALUATION for 
Depreciation * Property control « Insurance 
¢ Taxes and Corporate Financing 


The AMERICAN 
APPRAISAL 


Company® 


Home office: Milwaukee 1, Wisconsin 
Offices in 18 Cities Coast-to-Coast 








Filing 
Problems 
In Your 

Business? 





y —s ) 
CAD 


Then get the new R-Kive File—lightweight, 
portable, with many uses in office 
and home. Either letter or legal size 
folders fit in this one file. Strong, 
corrugated fibre board with handy “tote” 
openings front, side and rear for 
easy handling. Read-at-a-glance index 
area. Attractive, fade-proof finish. 


RKive FL 


2 i $260 


Postpaid 












Write For Additional Information 


Ss BANKERS BOX CO., Dept.Col0A 


2607 North 25th Ave. Franklin Park, Ill. 
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MON. A.M. 
LUNCHEON 
P.M. 
TUES. A.M. 
LUNCHEON 
P.M. 
EVE. 
WED. A.M. 
LUNCHEON 





27th ANNUAL NATIONAL CONFERENCE 
CONTROLLERS INSTITUTE 
nN 


OCTOBER 19-22 
ATLANTIC CITY 





BUSINESS MEETING FOR MEMBERS 
TECHNICAL SESSION 


Subject: 
Speaker: 


Speaker: 


Current Trends in Corporate Annual Reporting 
Claude Robinson, Sr., Opinion Research Cor- 
poration 

Clifford F. Hood, president, United States Steel 
Corporation 


TOPICAL CONFERENCES 


Subject: 
Moderator: 


Speakers: 
Subject: 
Speake ve 
Subject: 


Speakers: 


Subject: 
Speaker: 


Federal Taxes 

John McFarland, manager, Tax Department, Sun 
Oil Company 

C. Rudolf Peterson, Esq., Lee, Toomey & Kent 
and Dr. Alfred Buehler, professor of Economics, 
Graduate School, University of Pennsylvania 
Direct Costing (Panel discussion) 

I. Wayne Keller, controller, Armstrong Cork Co. 
Legal Aspects of Records Retention—Control- 
lership Foundation 

Robert L. Dickson (moderator), vice president 
and controller, Walter Kidde & Company and 
David E. Cohn, Office of Statistical Standards, 
Bureau of the Budget 

Economic Depreciation 

William Werntz, Touche, Niven, Bailey & Smart 


TECHNICAL SESSION 


Subject: 
Speaker: 


Subject: 
Speaker: 


Management and Control—du Pont’s Concepts 
and Methods 

Charles A. Kline, first assistant treasurer, E. I. 
du Pont de Nemours & Company 

Personnel Development in a Large Corporation 
Dr. D. H. Dawson, vice president, E. I. du Pont 
de Nemours & Company 


INDUSTRY ROUND TABLES 
BANQUET/DANCE 


PANEL DISCUSSION 


Subject: 
Speakers: 


Speaker: 


Corporate Financing and the Money Market 
Walter E. Hoadley, Jr., treasurer, Armstrong 
Cork Company; A. B. Hager, Jr., vice president 
and syndicate manager, Halsey, Stuart & Com- 
pany; James J. O'Leary, director of Investment 
Research, Life Insurance Association of Amer- 
ica; James M. Large, chairman of the Board, 
Provident Tradesmens Bank & Trust Company; 
and Phillip L. West, vice president, New York 
Stock Exchange 


Ronald Reagan 


Sponsored by the Philadelphia Control of Controllers Institute 











tain segments of the extractive field. But 
the 181 firms (7.5 per cent of total) rep. 
resented in the construction and extractive 
field are the larger construction compa. 
nies, the larger mining and oil companies, 

It is interesting to observe the differ. 
ence in distribution, by field of business, 
of division controllers (using this one 
word “division” to designate the “divi- 
sion, branch, plant or works” class) com- 
pared with company headquarters control- 
lers. Almost 90 per cent of the division 
controllers participating in this study 
are with companies in the manufacturing. 
processing field of business, while 67 per 
cent of headquarters controllers are in this 
field. This probably is a reflection of cer- 
tain basic characteristics of organization of 
the banking, insurance and public utilities 
businesses in the United States and Can- 
ada as well as the tendency toward com- 
plexity among larger manufacturing cor- 
porations. 


GEOGRAPHIC DISTRIBUTION 
OF CONTROLLERS 

By Type of Organizational Unit. Na- 
tional and regional (for U. S.) distribu- 
tion of respondent company headquarters 
controllers and division controllers is re- 
ported in Table 8 (page 497) and graphi- 
cally shown in Chart 2. 

Significant differences from the compos- 
ite distribution pattern occur in the divi 
sion classification. Notable is the fact that 
there is no representation of division con- 
trollers in the Canadian group. Further, 
there is a relatively high, disproportionate 
concentration of U. S. division controllers 
in the Pacific-Mountain States region, 
with offsettingly light representation of 
this group in the West North Central and 
in the West South Central regions. 

Finally, it is somewhat surprising to 
find that six out of ten division controllers 
in the United States are located in the 
Northeast region. This ratio is almost 
equal to the concentration of headquarters 
controllers in the region. It apparently re- 
flects the fact that this region not only 
constitutes the primary nerve center of the 
economy of the United States (see re- 
gional distribution section of Table 9 on 
page 501) but is also the area of heaviest 
concentration of operating facilities. 

Within Basic Fields of Business. The 
geographic distribution of respondent 
company headquarters controllers in total 
and for each major field of business 1s 
depicted in Table 9. 

As with the combined response, there is 
preponderant representation of controllers 
in continental United States. The propor- 
tion revolves closely around the 95 pert 
cent point. 

The regional distribution for continen- 
tal United States shows heavy concentra- 
tion in the Northeast, as is to be expected; 
the proportions range from 72 per cent 
for manufacturing-processing to 49 pet 
cent in wholesale-retail distribution. Re- 
(Continued on page 500) 
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PACIFIC - MOUNTAIN 
TOTAL ......... 291 
MANUFACTURING . .. 170 
FINANCE .. 6. 000227 
UTILITIES. ......... 21 
ALOTHER ........ 
















CHART 1 
































TOTAL 





CONTINENTAL UNITED STATES 
DISTRIBUTION OF RESPONDENTS IN EACH FIELD OF BUSINESS, BY REGION 


CONSTRUCTION 
WOUL «= MANUFACTURING FINANCE UTILITIES EXTRACTIVE DISTRIBUTION ALL OTHER 


TOTAL = 100% 2665 1713 233 222 196 193 108 


NORTH EAST 66% 1% 60% 58% 51% 51% 63% 
WEST NORTH CENTRAL 8% 8% N% 10% 2% 13% 1% 
SOUTH EAGT 8% 7% 9% 4% 3% 7% 4% 
WEGT SOUTH CENTRAL 7% 4% 8% 8% 29% 15 % 6% 
PACIFIC - MOUNTAIN n& 10% 12% 0% 15% 14% 16 % 






























HEADQUARTERS & DIVISION CONTROL 


EXECUTIVES IN THE UNITED STATES 
DISTRIBUTION AMONG REGIONS 


ALL TYPES OF COMPANY OIIGION. BRANCH 

ORGANIZATIONS} MEADQUARTERG = PLANT OR WORKS 
OFFICES 

TOTAL = 100% 2309 2156 153 

NORTH EAST 66% 67% 60% 
WEST NORTH CENTRAL 8% 8% 2% 
SOUTH EAGT 7% 7% 7% 
WEGT SOUTH CENTRAL 7% 7% 3% 
PACIFIC - MOUNTAIN 12% u% 28% 














CHART 2 














WEST NORTH CENTRAL 
TOTAL 183 
COMPANY 
HEADQUARTERS... 180 
DIVISION, BRANCH, 

PLANT OR WORKS 

OFFICES 
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TOTAL 
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SOUTH EAST 


TOTAL 203 
MANUFACTURING Né 
FINANCE 2t 


UTILITIES 
ALL OTHER 








CANADA 


TOTAL 
COMPANY 
HEADQUARTERS 





97 


97 











TOTAL 
COMPANY 
HEADQUARTERS 
DIVISION, BRANCH 
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OFFICES 
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ALL OTHER - PUERTO RICO, 
CENTRAL, SOUTH AMERICA 


TOTAL . «xe 
MANUFACTURING, 3 
FINANCE 2 
UTMITIES + 
ALL OTHER 2 
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Macey Collator lets one girl 
do the work of 8... 
pays for itself in months! 


Keep the skilled hands in your office on work that pays . . . not 
on time-stealing paper-stacking chores. A standard eight-station 
Macey Collator and one girl can gather 32,000 sheets per hour — 
that’s 8 times faster than hand-gathering and far more accurate. 

It handles anything from onionskin to cardboard, and an auto- 
matic detector insures 100% accurate sets. Choose from 16 models, 


handling sizes from 3 x 5” to 12 x 17”. 


FREE JOB STUDY FOR YOUR PLANT OR OFFICE! 


Want to know your collating costs (including hidden costs) ? 
We'll do a free survey of your plant or office without interrupting 


work schedules. Write today, no obligation. 


See the Macey Collator in action at the National Business Show 


| INTERTYPE | A Subsidiary of Harris-Intertype Corporation 


5360 West 130th St., Cleveland 30, Ohio 
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sponse in the construction-extractive field 
is concentrated in the Northeast, West 
South Central and the Pacific-Mountain 
States regions. In other respects the pat. 
tern of regional distribution for control. 
lers in continental United States follows 
that of the total response analyzed in the 
first part of this article. 


DISTRIBUTION BY SIZE OF COMPANY 
AND FIELD OF BUSINESS 

Previously, it was pointed out that a 
large majority of division controllers are 
affiliated with the larger companies and 
there was strongest representation in the 
manufacturing field of business. Further 
and more detailed tabular analysis would 
pointlessly take up valuable space so the 
following comparisons deal only with re- 
spondent company headquarters control- 
lers. 

Distribution within Fields of Business, 
by Size of Company. The two most signifi- 
cant facts revealed by Table 10 are: 


1. In total, and for four of the five dis- 
tinct basic fields of business, the modal 
(most common or statistically typical) 
company size class is that of $10-$49 mil- 
lion annual consolidated net sales or 
equivalent. The atypical field is construc- 
tion-extractive where, technically, the 
$150 million-or-more class is modal but 
where it is better to say simply that there 
is heavy concentration in the top two 
classes. 

2. No matter how you cut it, we have, 
in total and for each basic field, a pre- 
ponderant representation of controllers 
among medium-to-large-sized companies 
—companies definitely big enough so that 
typically controllership is the full-time re- 
sponsibility of at least one executive. 


Within major fields of business, there 
are significant differences of distribution 
among the five size classes; some of the 
high points (in addition to the atypical 
case already noted) are: 


1. The almost classic frequency distri- 
bution in the manufacturing-processing 
field—partly due to the much larger num- 
ber of frequencies here. 

2. The very light representation of util- 
ities in the small-size class and the greater 
representation of larger units. This reflects 
quite accurately the size characteristics of 
this field. 

3. The somewhat inconsistent distribu- 
tion in the banking-finance field. Perhaps 








seven special services 
write for this handbook-in-a-capsule 


ASSOCIATED TABULATING CONSULTANTS 
2629 North Charles Street 
Baltimore 18, Maryland 
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TABLE 9 





RESPONDENT COMPANY HEADQUARTERS CONTROL EXECUTIVES BY REGIONS AND FIELDS OF BUSINESS 





Total 


Fields of Business 





Construction, 




















Reporting Manu- Finance, Public Extractive Wholesale 
Field of facturing Insurance, Utilities, amd Related and 
Regional Locations of Business & and Business Transportation, Ref ining Retail All 
Respondents' Places of Bus iness Location Processing Services Communications: Processing Distribution Other Fields 
(a) Total Reporting © 100% 2261 1471 158 197 180 183 72 
Continental United States 953% 95 0% 95 Sh hie A 96.1 95.6% 98.6% 
Canada be3 4.8 2 3.1 lek 
All Other 0.4 0.2 1.3 0 C -- -- 
(b) Regional Distribution In 
Continental United States 
Continen tal 
United States = 100% 2154 1397 151 187 173 175 71 
Northeast 66.7% 720% 1098 5.6% 6.1% 9.2% 5u.9% 
West North Central 8.4 8.9 9 11 6 13.1 1k 
Southeast Tel 6.7 6 1 3 7el 15. 
West South Central 7el 302 10.0 8.0 2 16.6 Tel 
Pacific and Mount ain States 10.4 3.8 12.6 10.2 7 21.1 





this is partly due to the fact that, for 
banking at least, there is not a good 
“equivalent’’ for net sales. 

Distribution by Field of Business, Size- 
Class. The distribution among fields of 
business of respondent company head- 
quarters controllers in each company size- 
class is presented in Table 11. In effect, 
this turns the data of Table 10 around an- 
other optical axis so the more notable 
deviations from the composite pattern for 
each field of business have simply been 


highlighted for the reader by encircling 
the more important deviate values in the 
tabulation. 


TO SUM UP 

This article, as the first in a series, has 
sketched in a concisely, composite way a 
number of the basic characteristics of the 
controllers of American and Canadian 
firms. In so doing, the framework has 
been established to provide proper per- 
spective in viewing the topical points to be 


TABLE 10 


COMPANY HEADQUARTERS CONTROL EXECUTIVES 
BY SIZE OF COMPANY AND FIELD OF BUSINESS 

















Distribution Among Size Classes —- 
Per Cent of Total In Each Business Field 
Total Public Construction, Banking, 
Reporting Manu~ Utilities, Extractive Finance, All 
Net Sales facturing Transportation, Wholesale and Related Insurance, Other 
Size of Company: and Field of and and and Retail Refining, Business Fields of 
Annual Net Sales or Equivalent _ Business jProcessing Communications — 
Total = 100% 2116 1402 191 175 171 lll 66 
Under $5 Million 10.5% 10.6 1.6% 5.1% 9.4% 23.4% 30. 3% 
$5 to $9 Million 15.5 17.0 4.7 10.3 7.6 9.0 28.8 
$10 to $49 Million 41.1 42.7 41.4 53.1 27.5 32.4 25.8 
$50 to $149 Million 17.9 16.1 29.8 12.6 26.9 18.0 12.1 
$150 Million or More 15.0 13.6 12.6 18.9 28.7 17.1 3.0 


COMPANY HEADQUARTERS CONTROL EXECUTIVES—DISTRIBUTION 
BY FIELD OF BUSINESS IN SIZE CLASSES 

















Per Cent of Total In Each Size Class 
Total Public Construction, Banking, 
Reporting Manu- Utilities, Extractive Finance, 
Net Sales facturing Transportation, Wholesale and Related Insurance, 
Size of Company: and Field of and and and Retail Refining, Business s of 
8 = Processing Communications SS. Sermices Busiz 
All Size Classes 2116 66.3% 9.0 8.3 8.1 5.2 1 
Under $5 Million 222 66.7% ¢ 1.4) Gap 7.2 11.7 9.0 
$5 to $9 Million 327 8.6 5.5 Go) 3.1 5.8 
$10 to $49 Million 870 68.7% 9.1 10.7 564 42 2 
$50 to $149 Million 379 5.8 5.3 2.1 
$150 Million or More 318 60.1% 7.5 10.4 6.0 0.6 
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reported in subsequent articles. The sense, 
too, of the information reported in this 
article is that the “‘sample’’ is indeed ade- 
quate to depict in accurate miniature the 
important facts about these controllers. 
The two subsequent articles will attempt 
to answer some common questions about 
the controller and his job. 





Wilson & Co., Chicago, Ill. 


Do Your Storage 
Files “Stack Up” To 


STAXONSTEEL 


TRANSFER FILES? 


You too can save money, valuable floor space 
and increase record storage efficiency with a 
STAXONSTEEL installation. This unique file 
builds its own steel framework as you stack 
them to any height, side by side, conserving 
all space. Sturdy fibre-board files with steel 
framework, modern metal drawer pulls, at- 
tractive Bankers Gray fade-proof finish—your 
best solution to record stor- 

age problems. In five stock 


sizes: Legal Letter, 
Check, Tab Card and 
Freight Bill. 


2 for $10.70 
LETTER SIZE 
PREPAID 

Slightly Higher in the West 





Write for Additional Information 


23k BANKERS BOX CO. Dept. coio 
OH: 0. Dep 


2607 North 25th Ave., Franklin Park, Hl. 
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FOUNDATION RESEARCH REPORTS & 


Notes 


CORPORATE RECORDS RETENTION 


Companies, which, as an indication of 
good faith and intentions, might be inter- 
ested in adopting the precise requirements 
contained in the record retention schedules 
promulgated for the more closely regu- 
lated segments of business, will have avail- 
able a wide latitude of choice. 

An examination and analysis of the ma- 
terial contained in Controllership Founda- 
tion’s newest report, ‘Corporate Records 
Retention—A Guide to U. S. Federal 
Requirements,” reveals a controversy exists 
between various federal government ad- 
ministrative bodies respecting the reten- 
tion periods promulgated for the corpo- 
rate records of industries under their 
jurisdiction, ¢.g., the Civil Aeronautics 
Board; the Federal Communications Com- 
mission; the Federal Power Commission ; 
and the Interstate Commerce Commission. 

It is noted that, although some agree- 
ment exists between these administrative 
bodies concerning retention periods gov- 
erning identical records and types of rec- 
ords there is, likewise, considerable dis- 
agreement. 

An illustration of this situation is pro- 


vided in the table below. This table lists 
ten practically identical types of records 
with the corresponding retention period 
promulgated for each according to the 
industry and administrative body con- 
cerned, 

The table shows that the most note- 
worthy disagreement concerns the differ- 
ing retention periods promulgated for tax 
records. The Civil Aeronautics Board, for 
instance, requires air carriers to retain 
their tax records for a period of only three 
years while the Federal Communications 
Commission requires telecommunication 
companies to retain such records six years. 
The Federal Power Board differs from 
both in requiring public utilities to retain 
tax records for a period of 20 years. The 
Interstate Commerce Commission not 
only differs with the CAB and FPC in 
respect to the retention period for tax 
records of motor carriers and pipeline car- 
riers, which is six years, but has promul- 
gated a permanent retention period for 
three other industries under its jurisdic- 
tion—freight forwarders, railroads and 
water carriers. —RBW 


RECORD RETENTION PERIODS 



























































ie a Civil Federal Federal 
eronautics | Communications Power Interstate Commerce Commission 
Records Board Commission Commission 
Air [Telephone Wire Tele- Public Freight Motor |Pipeline jRail-| Water 
—_- Carriers Carriers graph, etc, Utilities Forwarders [Carriers |Carriers jroads Carriers 

Bank Statements 3 6 6 3 3 3 3 3 3 

CA) (A) 
Canceled Bonds 6 P P Op. Op. Op. Op. Op. Op. 

(A) (A) 
Canceled Stock Certificates 6 P P 10 Op. Op. Op. Op. Op. 
Employee Time Cards 1 3 3 10 5 3 3 2 3 
Payroll Registers 3 10 10 10 P 6 P P P 
a 3 3 3 | 2 2 2 2 
Securities Owned 3 6 6 6 P P P P P 
poe Transfer Journals P P P 10 P P P P P 
| 
Stockholder Lists 3 3 3 6 6 6 5 6 6 
(B) (B) 
[Tax Records 3 © 6 20 P 6 6 P P 



































i — _— 





(A) Permanently when issued in exchange for plant; otherwise, optional. 


(B) Such period as may be prescribed by related governmental requirements; otherwise, 


tax liability. 


6 years after settlement of 
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This Electronic World 


A completely transistorized computer in 
the intermediate price field has been intro. 
duced by IBM. Known as the 7070, the 
computer can be used for business or sci- 
entific data-processing applications. Use 
of transistors, IBM says, cuts one third 
from installation and environmental cop- 
trol costs. Programming costs can be fe. 
duced by as much as 90% through the use 
of a comprehensive library of programs 
offered by the manufacturer as part of the 


system. 
e 


The First National Bank of Boston, 
with one of the largest bank bookkeeping 
operations under one roof, has installed 
a $1.75 million DATAmatic 1,000. The 
installation is described by its manufac- 
turers as the largest single electronic sys- 
tem at work in any bank in the world to- 


day. 


Obsolescence Surveyed 

Plant idleness during the recession has 
been exaggerated and outmoded machin- 
ery now may be a handicap for a large 
percentage of companies, according to a 
survey of 367 manufacturers by Dun & 
Bradstreet. Ninety-five of the companies 
conceded that more than 20% of their 
equipment was obsolete while about 75% 
of the companies surveyed have been op- 
erating recently at 95% or more of their 
peak production during the last two years. 
The companies at high production re- 
ported that about 5% of their equipment 
was outmoded but the companies with the 
worst problems of obsolescence have been 
operating at 65% of their two-year peak. 


Strike Time 

Strikes in July cost U. S. factories $1.7 
million man-days, the lowest for any July 
since 1944. The July figure, however, was 
slightly ahead of the 1.65 million reported 
in June of this year. A total of 350 work 
stoppages, taking about 160,000 men off 
the job, started in July. Strikes continuing 
from June into July kept idle another 
80,000 workers. 


State Tax Collections 

Tax collections by state governments 
hit a new record in fiscal 1958, the Census 
Bureau reported, but the rise was the 
smallest since World War II. Tax rev- 
enues of the states totaled $14.9 billion 
in the year ended June 30—$374 million 
above the previous year. Nationally, tax 
collections kept pace with population 
growth but revenues declined on a pet- 
capita basis in one third of the states. 


Paid Holidays 

Employes in a Rhode Island tool plant 
get three days off with pay to mourn the 
death of a mother-in-law or a father-in- 
law under the terms of the new union con- 
tract. 
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TOP MEN... 


J. B. Wharton, Jr. was recently elected 
president of National Can Corporation 
headquartered in Chicago, III. 


PROMOTIONS .. . 


Raymond F. Bonenfant is treasurer and 
controller of Rice Barton Corporation, 
Worcester, Mass. . . . Roy L. Ash was re- 
cently elected executive vice president of 
Litton Industries, Inc., Beverly Hills, 
Calif... . Worthington Corporation, Har- 
rison, N. J., has announced the election of 
Eugene P. Hagan as comptroller succeed- 
ing Charles A. Packard who retired July 
31. 

Capital Airlines, 


Inc., Washington, 





MR. HAGAN 


D. C., has appointed Raymond G. Lochiel 
senior vice president. He has been very 
active in the affairs of Controllers Insti- 
tute for many years having served as pres- 
ident of the District of Columbia Control, 





Obituary 





J. CALVIN SHUMBERGER 
Third President of Controllers Institute 


Ma jor J. C. SHUMBERGER, 
third president of Control- 
lers Institute of America and 
chairman of the board and 
publisher of the Call-Chron- 
icle Newspapers, Inc., Al- 
lentown, Pa., died on Sep- 
tember 15, 1958 at the age 
of 85. 

A member of Controllers 
Institute since 1932, he was 
one of the Institute’s strong- 
est proponents in its early days. He served 
as a national director, 1932-37; as a re- 
gional vice president, 1933-34; and as na- 
tional president, 1934-35. He was one of 
the 27 charter members of the Philadel- 
phia Control and held membership cer- 
tificate #72. 

At the time of holding the Institute 
presidency, he was serving as controller 
of Lehigh Portland Cement Company, Al- 
lentown, Pa. Major Shumberger also 
served as one of the trustees managing the 
multimillion dollar Trexler Estate and as 
a director of the Allentown National Bank 
and the Allentown Steam Heating Co. 





Following his graduation 
from the Keystone Business 
College in Harrisburg, Pa., 
in 1891, he organized and 
directed the Lebanon Busi- 
ness College, the School of 
Commerce in Harrisburg, 
and the Carlisle Commercial 
College before devoting his 
full time to his accounting 
business in Harrisburg. He 
gave up his private business 
in 1917 to become affiliated with Lehigh 
Portland. 

He resigned his Lehigh post in 1936 to 
become one of the publishers of the Call- 
Chronicle Newspapers. He became presi- 
dent of the firm in 1948, 

As an authority on fiscal affairs, he was 
a frequent consultant of the United States 
Department of Internal Affairs and ap- 
peared before the Finance Committee of 
the United States to express opinions on 
tax problems. He was instrumental in hav- 
ing the Internal Revenue Act amended to 
permit the chief accounting officer of a 
corporation to certify to tax returns. 
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MR. MOLLER 


national director and vice president (Re. 
gion III). ... A. J. Porta was elected 
executive vice president of Studebaker. 
Packard Corporation, South Bend, Ind. 
. . . E. Eliot Swanberg recently became 
treasurer of G. F. Wright Steel & Wire 
Company, Worcester, Mass. . . . Joseph 
M. Walsh has been elected vice president 
of Lear, Inc., Grand Rapids, Mich. . . , 
George Moller has been appointed vice 
president of H. H. Robertson Co. Limited, 
Hamilton, Ontario, Canada. He will con- 
tinue as treasurer and secretary of this 


MR. BASS 


holding company and as treasurer of Rob- 
ertson-Irwin Limited and secretary-treas- 
urer of Robertsteel (Canada) Limited. He 
is a director of all three companies. He 
is currently secretary of Hamilton Control. 


NEW CONNECTIONS .. . 


Sterling H. Bass has joined Interna- 
tional Telephone & Telegraph Corp., New 
York, as assistant comptroller. . . . Ralph 
E. Bond has assumed the responsibilities 
of controller of Coates Board & Carton 
Co., Inc., Garfield, N. J. . . . Superior 
Separator Company, Hopkins, Minn., has 
named Allen H. Seed secretary and treas- 
urer. . . . Kenneth D. Thompson is now 
controller of Wilson Marine Transit Com- 
pany, Cleveland, Ohio. 

Richard H. Watson, Sr. recently became 
controller of Hamilton Management Cor- 
poration, Denver, Colo. . . . The Lord 
Baltimore Press, New York, has ap- 
pointed R. Kent Dailey to the newly cre- 
ated post of treasurer. 


ADDITIONAL DUTIES .. . 


Raymond A. Hoffmaster is now secte- 
tary-treasurer of North Electric Company, 
Galion, Ohio. . . . Acme Steel Company, 
Chicago, IIl., has elected Noel E. Keeler 
vice president and treasurer. . . . Penn- 
Texas Corporation, New York, has added 
the duties of treasurer to those of vice 
president and controller now held by 
Richard D. Windatt. 


NEW APPOINTMENTS .. . 


Dudley E. Browne, vice president-fi- 
nance and controller of Lockheed Aircraft 
Corporation, Burbank, Calif., was elected 
a director of the company. Mr. Browne, 
currently serving as director at large of 
Controllers Institute has also served as 
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resident of the Los Angeles Control, na- 
tional director, vice president (Region 
X), national president and chairman of 
the Board of Directors. He has also served 
4s a trustee of Controllership Foundation, 
research arm of Controllers Institute... . 
Arkwright Mutual Insurance Company, 
Boston, Mass., recently announced that 
Kenneth W. Fraser, financial vice presi- 
dent, J. P. Stevens & Co., Inc., New York, 
was named one of its dire-tors. . . . 

Einar W. Sundberg, vice president and 
treasurer of the Gamewell Company, 
Newton Upper Falls, Mass., and Sam 
Mann, controller and secretary-treasurer of 
the Bowater Corporation of North Amer- 
ica Limited, Montreal, Quebec, Canada 
have been named to the boards of their 
respective companies. . . . Charles F. Carr 
is now regional manager, United States 
General Accounting Office in Boston, 
Mass. 


COMPANY MOVES .. . 

D. J. Guth has been named comptroller 
of Solar Aircraft Company, San Diego, 
Calif... . S. D. Buell is now vice presi- 
dent in charge of financial and business 
management for California, for Continen- 
tal Grain Company, San Francisco, Calif. ; 
he is also controller of one of the com- 
pany’s wholly owned subsidiaries, Far 
Eastern Continental Grain Co., of the same 
city. . . . George McQuilkin Ill will as- 
sume his new responsibility of company 
controller of the Kendall Company, Bos- 
ton, Mass., this fall. 


OVERSEAS... 

W. J. Monckton is now controller of 
Venezuela Internacional de Inversiones 
§. A., Caracas, Venezuela. . . . Stephen R. 
Wing has moved to Paris, France, where 
he plans to remain for two or three years 
with MINOC, S.A.R.L., a subsidiary of 
Rohm & Haas Company. . . . John A. 
Young is now treasurer of Royal McBee 
International, Inc., with headquarters at 
Geneva, Switzerland. 


ERRATUM . . . 

In the September 1958 issue of THE 
CONTROLLER (page 454) an incorrect 
company affiliation was inadvertently given 
for Edward G. Sommer; he is assistant 
treasurer of Standard Oil Co., Inc. in Ken- 
tucky, Louisville, Kentucky. 





CONTROLLER 


Our New York office has opening 
for experienced, able executive as 
controller to assume responsibility 
of operation. Only qualified, top 
flight applicants will be considered 
for this important post. Permanent 
with good salary. State full history 
first letter. Replies confidential. 


Box #D2342 


THE CONTROLLER 
2 Park Ave., New York 16, N. Y. 
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DAV-/1\=-MATIC 


pee all SHORT-RUN and 
| GENERAL DUPLICATING 


problems 


Davidson’s revolutionary DAV-A-MATIC, 
first Offset Duplicator researched in the laboratory 
of modern business and industry, simplifies General, 
Short-Run and Systems Duplicating! 

1. Attach Masters Instantly! New Master-Minder grips and re- 
leases masters without locks or gadgets. Ideal for use when adding 
or eliminating parts of text! 

2. Change Masters Automatically! New APC attaches and ejects 
masters while machine is running—in a matter of seconds! 

3. Speed up Systems Duplicating! New Universal Systems Feed 
combines automatic suction and hand feeding of systems forms, 
records, communications! 

4. No messy cloths, no ink-stained fingers! Just press the lever 
while machine is running and stay spic and span all day long— 


operators love it! 
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(Continued from page 476) 


In all these, the tax deduction takes 
place when the event has occurred. Ac- 
countingwise, however, the accrual has 
been set up for each accounting period 
on as accurate a basis as can be estimated. 
In theory, these reserves should be set 
up on an after tax basis, although they 
are often set up on a gross basis because 
of their relatively small effect on total 
profit or loss. 

Likewise, reinvestment depreciation 
provides for the tax deduction at the 
end of the life of an asset when the 
funds which should have been recovered 
in depreciation are reinvested in plant 
assets. However, unless the full amount 
of the accumulated depreciation defi- 
ciency (as well as the original cost) has 
been accrued against past profits, they 
may have disappeared in dividend distri- 
butions, higher wages (based upon 
profit, either directly through profit shar- 
ing or indirectly through demands based 





A NEW APPROACH TO 


BUDGETING 


Write for Information 


McCORMICK & COMPANY 


Consulting Engineers 
Park Building Yonkers, N.Y 








ACCOUNTANTS 


Do not apply for a new position, promo- 
tion or examination until we have rated 
you with our ACCOUNTANTS ABILITY 
TEST. No computations or words to write. 
A refresher course in itself. 
Price $2.00 
ACCOUNTING SERVICE COMPANY 

Dept. 310, G.P.O. Box 664, New York 1, N.Y. 













































An Appraisal of “Reinvestment Depreciation” 


upon overstated available profits) or in 
price reductions based on inadequate de- 
preciation charges in costs. 


HISTORICAL ASSET COSTS 
MAINTAINED 

Under reinvestment depreciation as 
proposed, not coupled with a plan to 
recognize the accrual currently, the tax 
deduction as computed on the current 
plant expenditures is accomplished by 
reducing the charge to plant additions 
to the basis of the assets retired. This 
would only permit cost depreciation tax 
deductions during the subsequent life of 
the additions on this reduced basis— 
and, of course, calls for a larger adjust- 
ment to current dollar purchasing power 
when their subsequent retirement takes 
place. 

In other words, what is determined to 
be a tax deduction at the end of the life 
of assets (something that has accrued 
over the years due to the decline in pur- 
chasing power of the depreciation funds 
recovered) would serve to reduce subse- 
quent cost depreciation provisions of re- 
placement additions until they are even- 
tually retired or fully depreciated. We 
would then recover as a tax deduction 
the same amount (difference between 
original cost and reduced cost) plus any 
further adjustment to the extent the 
dollar has declined further in value. 

However, reinvestment depreciation 
is really a tax deduction of an accrual, 
applicable to past operations but merely 
not recognized until the specific incident 
of retirement and construed replacement 
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takes place. It should not serve to reduce 
future cost depreciation provisions. 

Thus under an accrual method, cop. 
pled with reinvestment depreciation fo, 
the timing of the tax deductions, all ey. 
penditures for additions (including 
those construed to represent reinvested 
depreciation for replacements) should 
enter the plant asset accounts at the cur. 
rent dollar level as of the year the ex. 
penditures are made. The portion repre. 
senting the tax deduction covering the 
depreciation deficiency has been accrued 
against past profits. Future adjustment 
of the depreciation provision to cover 
further decline in the purchasing power 
of the dollar would be measured against 
the current actual cost of the year of 
acquisition. The depreciation on_ this 
higher cost would be a current tax de- 
duction. 

The accrual of the deficiency to be 
credited to the reserve to prevent cap- 
ital impairment and the cba tax 
deduction under the reinvestment de- 
preciation provisions at the time the re- 
placement asset is retired, would reflect 
the further decline from the higher cost 
of the addition capitalized at cost. Thus 
the plant asset accounts and deprecia- 
tion reserves would always reflect his- 
torical costs and the reserve to prevent 
capital impairment would contain the 
accrued cumulative difference (after 
taxes) between the cost depreciation 
provisions and those needed to cover the 
decline in the purchasing power repre- 
sented by those cost depreciation provi- 
sions. The transfers of amounts from the 
reserve to prevent capital impairment to 
the appropriate capital and reserves for 
applicable future taxes accounts would 
cover only the fully depreciated or re- 
tired assets. 

In summary then as sound accounting 
procedure, at the end of each accounting 
period, the cumulative accrual of the de- 
preciation deficiency (reserve to prevent 
capital impairment) would be calculated 
and the necessary adjustment of the be- 
ginning of the year accrual would repre- 
sent an adjustment of income for the 
year. With reinvestment depreciation as 
a tax deduction, this accrual would be 
on an after tax basis. 

When reinvestment depreciation re- 
sults in tax recovery, the amount of re- 
covery plus the applicable net after tax 
accrual contained in the reserve to pre- 
vent capital impairment would be trans- 
ferred to appropriate capital and future 
tax reserve accounts. 

Retirements which result in no tax fe- 
covery, because of limitation of the tax 
measure as to replacement period, etc., 
also call for adjustments to the reserve 
to prevent capital impairment to a gross 
(before taxes) basis, with subsequent 
transfer to the appropriate capital ac- 
count. 

The adjustments of the cumulative de- 
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reciation deficiency accrual could be 
dither up or down, depending upon the 
change in the current index. The adjust- 
ment contains a cumulative correction 
of the prior years’ accruals. If tax rates 
change, the adjustment would also be 
affected since the accrual would be on a 
net after tax basis. However, it could be 
properly described on the income state- 
ment and if the portion affecting prior 
years is substantial, it could be shown 
separately and so labelled. 

We may as well recognize that there 
appears to be little chance that Congress 
will provide business with a tax deduc- 
tion of depreciation deficiency as it ac- 
crues. It is contended that the index may 
change substantially before the funds are 
needed for the actual replacements— 
or that the funds may never be needed 
if retrenchment takes place. However, 
failure to permit the accrual as a current 
tax deduction does not eliminate it as a 
reflection of fact, nor excuse the ac- 
countant from providing for it, just as 
he provides other accruals for possible 
losses which also become tax deductions 
only when and if they materialize. 

Thus reinvestment depreciation, which 
answers the main objections advanced to 
previous tax oe for the accrual of 
depreciation deficiency, can be coupled 
with the accrual method and the com- 
bination conform to both sound account- 
ing practice and reasonable tax pro- 
cedure. 


A STIMULANT TO BUSINESS 
AND NO TAX LOSS TO TREASURY 
Reinvestment depreciation as a pro- 
posed tax measure will serve as a stim- 
ulant to business and should not result 
in any decrease in current national tax- 
able income. It couples a tax recovery 
with an expenditure of several times the 
amount of the recovery. The expendi- 
ture itself represents business on which 





dividual taxes on the labor created, and 
taxes on dividends distributed out of the 
added profit. For example, a $52 rein- 
vestment depreciation tax recovery fep- 
resents $100 of deficiency recovered, and 


taxes will be paid—corporate taxes, in- | 


at an index of 200 would call for $200 | 
in expenditures for additions, all of | 
which represents sales volume and in- | 
creased business activity. This $200 | 


should as a minimum create corporate 
taxable income of primary and second- 


ary, etc., suppliers of $40.00 resulting in | 


$21.00 tax. Individual income taxes col- 


lected on the labor created through all | 
the steps of production set in motion | 
(including the production of items | 


which will be purchased by the em- 
ployes and shareholders receiving added 
income) plus the taxes collected on divi- 


dends distributed out of the added profit | 


(even if computed at the lowest per- 
sonal income tax rate of 20%) would 
certainly exceed the balance of $31.00 


| 


necessary to offset the $52.00 tax recov- | 
ery permitted to the company. To the | 


extent that additional business is thus 
created, the measure would take nothing 


currently from the Treasury Depart- | 


ment and actually could increase total 
current taxable revenues. 

The recognition of the change in the 
purchasing power of dollars recovered 
in depreciation provisions is a necessary 
and realistic approach in reflecting cor- 
porate profits and taxable income to pre- 
serve capital needed to continue opera- 
tions. Reinvestment depreciation as a 
sound tax measure, fitted into sound ac- 
counting procedures will serve as a 
means of achieving this goal of conserv- 
ing the tools of production of a going 
concern—our nation’s chief source of 
abundance and wealth. In addition, it 
can serve as a much-needed stimulant to 
business and could result in no loss in 
current taxable revenues. 


Controllers Business Show to Open October 19 


The business exhibits, staged at the 
27th Annual National Conference of Con- 
trollers Institute of America, being held 
at Chalfonte-Haddon Hall, Atlantic City, 
N. J., from October 19-22, will be open 
to visitors on Sunday, the 19th, and will 
be on view throughout the entire Confer- 
ence from 9 a.m. to 6 p.m. daily on the 
Lounge Floor of the hotel. 

Registration of members/guests and the 
technical meetings will take place on the 
same floor as the exhibits thus providing 
easy access to demonstrations of the new- 
est innovations in equipment and services 
of interest to financial executives. 

The special Business Show Committee, 
under the chairmanship of Stuart T. 
Henshall, controller, Merck & Co., Rah- 
way, N. J., will be in charge of this phase 
of the 27th Annual National Conference 
activities, Exhibitors who have scheduled 
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displays are: A.D.P. Company, Inc., New 
York; Diebold Incorporated, Canton, 
Ohio; Dolin Metal Products, Inc., Brook- 
lyn, N. Y.; Haloid-Xerox, Inc., Rochester, 





N. Y.; International Business Machines 


Corporation, New York; Lumbermens 
Mutual Casualty Co., Chicago, IIl.; Min- 
neapolis-Honeywell Regulator Co. (Data- 
matic Division), Newton 
Mass.; Mosler Safe Co., New York; The 
National Cash Register Co., Dayton, 
Ohio; Niagara of New Jersey, Atlantic 
City, N. J.; Peirce Magnetic Belt Dicta- 
tion Systems, Chicago, IIl.; Radio Corpo- 


Highlands, | 


ration of America, Camden, N. J.; Re- | 
cordak Corporation, New York; Royal | 


McBee Corporation, Port Chester, N. Y.; 
The Service Bureau Corporation, New 
York; Shaw-Walker, New York; Toledo 
Scale Co., Toledo, Ohio; and Traveletter 
Corporation, Greenwich, Conn. 
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The Managerial Approach to Budgeting 


(Continued from page 480) 


but should never be considered as crystal 
ball reading. The spirit of cooperation 
and the sense of participation are greatly 
increased if those involved know that 
they will have, as a matter of routine, a 
periodic opportunity of initiating a 
change in their budget, whether the 
need for it is due to a change in the 
conditions of operation for which they 
are not responsible or is due to a mis- 
take they have made but have detected 
and are acknowledging. This also greatly 
stimulates among supervisors the spirit 
of efficiently planning ahead. 


EMPLOYMENT * SERVICES MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 
Address box number replies to 
THE CONTROLLER 
Two Park Avenue, New York 16, N. Y. 
Replies will be forwarded. 





SITUATIONS WANTED 





ASSISTANT TREASURER 
and/or 
INSURANCE MANAGER 


Are you a treasurer or controller who is so 
burdened down with details that you cannot de- 
vote adequate time to your administrative 
duties? My 22 years of experience with three 
manufacturing companies as assistant con- 
troller, insurance manager, director of account- 
ing, office and credit manager have given me 
the varied background and training required to 
be a valuable staff assistant in your organiza- 
tion. Age 46. Married, two children. Most 
willing to relocate. Box 2336. 


ASSISTANT CONTROLLER 

DIVISIONAL CONTROLLER 
CPA, 38, five years’ public experience, five 
years’ manufacturing experience controller’s 
staff. Experienced in cost, budgeting, punched 
cards. Supervised general accounting, payroll, 
billing, accounts payable. Prepared work lay- 
out for computer. New York, Connecticut 
area. Box 2345. 


BUDGET DIRECTOR 


Twelve years’ experience in variable budget 
and standard cost installation. Includes eval- 
uation of relative profitability of products, 
development of breakeven analyses, establish- 
ment of sound overhead rates for pricing, 
and installation of simplified graphic con- 
trols. Good writing ability. Desires position 
in industry or with consultant firm. Box 
2353. 


CONTROLLER-TREASURER 


Multicorporate and multiplant financial and 
accounting experience. Presently responsible 
for taxes, renegotiation, systems and pro- 
cedures, forecasting, SEC and NYSE reports 
for large manufacturer. Substantial experi- 
ence in corporate tax management. B.S. de- 
gree. Age 35. Salary requirement $13,500. 
Box 2354. 


508 


ORGANIZING CONTROL 
WITHIN THE BUDGET 

Step 1—Determining the Standards. As 
already indicated, there is a well-recog- 
nized need for a joint determination of 
the standards, combining the skills of 
the accountant and of the industrial en- 
gineer with the experience of the super- 
visor involved. 

Another aspect to be considered is the 
need for double-checking the expense 
estimates before the budgeter gives his 
final recommendation to the board of 
directors or the executive committee in 
charge of authorizing the budget. This 
can best be done by following a differ- 
ent approach from the one followed by 
the specialists and the supervisors who 
study each account, one by one. A con- 
structive approach is the break-even 
analysis, which according to the recent 
Foundation study is now being practiced 
by 43% of the companies interviewed.” 
The use of three graphical representa- 
tions, the profit-and-loss chart, the 
break-even chart, and the sales mixture 
chart, provides the necessary guidance 
for profit control with regard to the 
determination of over-all standards of 
performance. 


Step 2—Comparing Actual vs. Standard. 
The form presented in Figure 2 and pre- 
viously described is suggested as the 
basis for such a comparison. The ac- 





(Continued) 


SITUATIONS WANTED 





HEAVY CONSTRUCTION 
TREASURER-CONTROLLER 


with old established firm, 30 years’ experi- 
ence, CPA (Ontario) background, will re- 
locate preferably as secretary-treasurer with 
opportunity for broader scope as adminis- 
trative and/or operational vice president. 
Box 2355. 


ASSISTANT CONTROLLER 


Profit-conscious financial executive with 15 
years’ solid experience in increasing profits 
for multiplant concerns, currently available. 
Strong in management planning, production 
and cost controls, systems and procedures. 
Prefer aggressive forward-looking organiza- 
tion in New York metropolitan area. Age 
39, B.A., married. Box 2356. 


FINANCIAL EXECUTIVE 

Ten years of intensive, varied experience in 
financial and accounting management. Devel- 
oped consistently profitable policies, organ- 
ized and directed staffs and coordinated their 
activities. Created and installed cost systems, 
budgets and procedures. Also broad experi- 
ence in financial forecasting, investment pro- 
gramming, bank negotiations and over-all 
planning for expansion. Age 38, college 
graduate, married. Locate anywhere. Box 
ve A 





NOTE: THE CONTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 





counts listed in column 1 will vary with 
the recipient of the form. It is strongly 
suggested that everyone responsible fog 
a budget should receive a monthly tes 
port, using such a form, and that the 
form he receives should include in jt 
column 1 only the accounts over which 
he has some sort of control, those which 
belong to the decentralized expense cate. 
gory, if the recipient is at a lower level} 
of management. If he is at top level, 
column 1 should list all the nondecep: 
tralized expense accounts as well as q4 
summary of the decentralized expen 

accounts. 


Step 3—Variance Follow-up. Whenever 
the comparison shows that the variance 
between actual and standards is within 
a few per cent, there is no need for fol- 
low-up. If the reverse is true, some man. 
agerial action is in order. The practices 
found in the companies recently inter. 
viewed with regard to the follow-u 
procedure seem to vary greatly from 
company to company as can be expected, 
There seems to be a general trend, how- 
ever, toward recognizing that the one! 
who is responsible for the budget should 
first of all have the opportunity of ex! 
plaining the variance. As stated in the 
research report: 


The fact that 66 per cent of the com 
panies require a discussion of significant 
deviations between the supervisor and sub- 
ordinate concerned deserves special com- 
ment. During the personal interviews fre- 
quent specific reference was made by 
various interviewees to discussions of sig- 
nificant deviations with the immediate 
supervisor. It was apparent from a num 
ber of interviews that this technique pro- 
vided the superior with an opportunity for 
constructive guidance of subordinates in 
eliminating significant deviations. Further, 
a number of specific cases were noted dur- 
ing the personal interviews where supetf- 
visors were utilizing these discussions to 
improve the subordinates’ understanding 
of the control process. One manager fe) 
sponsible for several service departments 
stated: “I use these discussions to train 
my departmental supervisors in the value 
and uses of the budget. I want them to 
understand and be capable of assuming 
responsibility.”’11 


Such a statement certainly deserves 
the full attention of anyone who is in- 
terested in budgeting. It is the best dem- 
onstration of what can be accomplished 
at all-levels of management when the 
budget is used as the most effective tool 
available to organize the coordination of 
activities, stimulate the spirit of coop- 
eration and provide effective control. 


* Sord and Welsch, op. cit., p. 283. For a de- 
tailed study of break-even analysis, see Rauten- 
strauch and Villers, The Economics of Indus-| 
trial Management, Funk and Wagnalls Co, 
Rev. Ed. 1957, Chapt. IV to VII. Also Villers, 
Raymond, ‘Three Guides to Profit Control” im 
Dun's Review and»Modern Industry, Novembet 
1955. 
™ Sord and Welsch, op. cit., pp. 235-237. 
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